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Why freight trains get shorter in winter 





















WHEN THE TEMPERATURE GETS DOWN around ‘This prevents proper lubrication and the — cars. And the only thing to do is drop cars 
zero,a funny thing happens to freight cars The wheels no longer turn the way they should, out of the train. At zero and below. the 
oil in the journal boxes, depended on to Starting resistance is increased so much — cut may be as great as 25° —enouch to 
keep the wheels turning freely, stiffens up. — that locomotives can’t pull a full string of — raise hob with freight deliveries... 


Unless they're “Roller Freight”! 
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WHEN FREIGHT TRAINS are cquipped with reason why “Roller Freight” is the next 
Timken tapered roller bearings—in place great step in railroading. 
of friction bearings—they start smooth as With * Peer 
. . ‘ or kreig . yOXeS are 
silk.summer o7 winter! ¢ old weather does ith Roller Freight” hot boxes Are 
n ft 7 ken bearine The aT] a thing of the past; maintenance Is re- 
ot altiect Imken bearmnes. 1ev roll , os 3 
] ] J . r “ 3 duced: speed restrictions due to bearings 
the load. reducing starting resistance of ide z veabé-mace 0a a 
cars SS‘ are eliminated: and there’s smaller chance 
5 bass . eo of damage to lading because 88% less 
With Timken bearings on freight car ; ste “ j 
] : ee Wo 1 starting resistance means velvet-smooth, 
axles. locomotives can pull full-length shade PRI OR 
‘ a i aa Olt-tree starts and stops. 
trains all year “round. Shippers will get ) ene » 
faster delivery of goods. Railroads can be Pimken tapered roller bearings take 
free from costly cold weather delays due any combination of radial and thrust 
to bearings. loads. Whether you make freight cars BEARINGS 
After extensive tests one leading rail- or printing presses, airplanes or power 
road reported officially: ‘*The implica- shovels. besure the trade-mark**Timken 2 
° Re x . ° J * 
tions are that no matter how low the Is onevery tapered roller bearing you use. can speed the nation’s freight 
temperature. the resistance of the Timken Che Timken Roller Bearing Company, 
roller bearing cars will be no higher in Canton 6. Ohio. Cable address: ‘’TIM- 
winter than in summer...”” Yes,no drastic ROSCO”? Tapered Roller Bearings, Alloy 
cuts in winter freight tonnage ts one big Steels and Tubing, Removable Rock Bits. COPR, 1943 THE TIMKEN ROLLER BEARING COM 
Yo 
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NOT JUST A BALL) NOT JUST A ROLLER “— THE TIMKEN TAPERED ROLLER C— BEARING TAKES RADIAL () AND THRUST —-()-- LOADS OR ANY COMBINATION “w 
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| There’s nothing that communism can do for the world 





that capitalism isn’t already doing better 
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COMMUNISM PROMISES CAPITALISM DELIVERS 


COMMUNISM DELIVERS 
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P cars Social security, wages enabling 
ie Work-or-starve and the a man to save for his future, 
Security dreadful security of a job for a standard of living higher in 
life in a slave labor camp. the worst times than com- 
munism gives at its best. 
a: A communist has to work An American worker can earn 
€ Better living 7 weeks to earn enough a suit by working one week 
a to buy a suit. or less. 








Come to think of it, what else 
does communism even promise? 
But it delivers a great deal more 
—ballots with only one name on 
them; prison camps if you stay 
away from work; “homes” of 
one room for entire families; 
government-dictated wages and 
prices so fixed that you will 
never rise above a bare and 
barren existence; riches for a few 
bureaucrats who keep them- 
selves in power, poverty for 
everyone else; constant fear, 
frustration, hopelessness which 


And yet there are people, who 
call themselves Americans, 
working, scheming, plotting 
night and day right now to force 
these “blessings” of communism 
onto you and your children. 
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YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 











News within the News 





ARMAMENT SPENDING AND THE BUSINESS OUTLOOK—U. S. must walk a tight- 
rope, must spend enough to — defense adequate, but must avoid giving 


inflation another boost. ‘Edwin G. N 


Yourse, economic adviser to the President, 


analyzed military vs. civilian needs in a conference at the Pentagon. Here is 
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WHY BUYERS HOLD BACK............ Po 
Christmas buying is slower this year. 
Customers are more wary. Buyers’ market 
is returning. This article reports on busi- 
ness conditions around the country. 


REY TO VOVE UPSET.................: P. 14 
Official figures show that the American 
voter is more independent than most ex- 
perts imagined. Voting the party line is 
not as popular as it was. Split votes were 
numerous. Here are more facts on one of 
the most surprising of elections. 


TRUMAN: NEW ERA?.................. P. 16 
The President is stronger, more confident, 
less harassed in his job. But his new pro- 
gram is to be much like the old. There is 
to be no vigorous reshufing of the New 
Deal cards. Any change is likely to be 


mild, gradual. 
SOVIET AUTO BOOM.......... caaant P. 21 


If you were a Russian, you could step into 
a Moscow showroom, select a car, pay 
cash and get delivery in four days. But, 
if something went wrong with the ear 
later, you might have to make the neces- 
ary repairs yourself, 


ANOTHER GOOD FARM YEAR......P. 22 
Prosperity on the nation’s farms is almost 
as high this vear as last. That means good 
times for farmers—and for merchants who 
sell to farmers. 


EFFECT OF DEFENSE CUT......... cP. 24 
Less money for the armed services means 
this: Draft will be slowed. Aircraft build- 
ing will be speeded, Output of heavy 
armament will be at a faster rate, Re- 
search and development of new weapons 
will become more important. 
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WHERE SOVIETS CO-OPERATE....P. 28 
Somewhere in the modern world there 
has been co-operation among the major 
powers, That place is Vienna. As a result, 
Austria is making rapid strides in recov- 
ering from war damages, 


LATIN AMERICA’S TROUBLEG........ P. 30 
Unrest is stirring up nations to the south. 
Economic troubles were behind several 
revolts, marking setbacks for democracies. 
High prices are a problem in big as well 


as small countries. And South America 
has a “cold war” of its own. 
ITALVZS? WAY “OUT. 5.50552.c0c00028 P. 32 


Crowded Italy, suffering from unemploy- 
ment and other troubles, must export 
some of its people, That’s the solution to 
Italy’s growing pains, but it isn’t an easy 
solution, Sending emigrants abroad costs 
money, Italy has trouble paying transpor- 
tation, and other nations won't. 
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SPEAKING OF GIRLS . . . We'd like to recommend this one. She's calm. She's courteous. 
She's competent. Her job is to get your call through, quickly and saints wrnnge you 
want it to go. She’s one of 250,000 girls who help to give you good service, day an 

night, seven days a week. She’s your telephone operator... Bell Telephone System. 











To measure the water used daily in this mod- 
ern coal preparation plant, a water meter would 
have to register in millions of gallons. 

So great are the demands for water to wash coal 
clean that some mine operators find it necessary 
to create lakes to assure an adequate supply. 

New preparation plants that mechanically pre- 
pare coal for specific uses are only part of the 
modernization and mechanization program of the 
bituminous coal industry. They are important in 
keeping coal prices within reason despite rising 
costs. These costs, of course, include miners’ take- 
home pay, which has tripled since 1940. Increased 
use of highly specialized machines for cutting, 
loading, and moving coal represents still another 
factor in keeping coal’s price down. 
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To step up the efficiency of coal mining in the 
face of today’s rising costs, even more mechani- 
zation of mines is needed. New and better ma- 
chines, added facilities for cleaning and sizing coal, 
and new mines, too, are required to improve the 
supply of high-quality coal at reasonable prices. 

All this will take hundreds of millions of dollars 
over and above day-to-day operating costs. 

The coal industry expects to provide this money 
largely from earnings which will be plowed back 
into the business so that coal can still better serve 


the nation. 


BITUMINOUS 4 COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D. C. 








BITUMINOUS COAL... LIGHTS THE WAY... FUELS THE FIRES... POWERS THE PROGRESS OF AMERICA 
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It finally is turning out that U.S. can't do all that it may want to do; 
that it can't give everybody everything wanted without running into trouble. 

‘- China cannot. have what it wants, if Europe is to get what it's promised. 

Greece can't get all it asks for, if China is to have anything. 

Military services in U.S. aren't to be able to have everything they ask 
for, if there are to be arms left over for man power of Western Europe. 

All the good things promised U.S. voters--more social security, aid to edu- 
cation, big new dams, public housing, more roads--aren't to be possible, if the 
military services are to have all the guns, planes, men that they want. 

Guns or butter, one or the other, will have to be cut back a little. 

Mr. Truman, about to start a new term, is inclined to cut a bit on the gun 
side. It's only in that way that he can carry out campaign promises and avoid 
returning to strong wartime controls over prices, wages, distribution of goods. 
The President is discovering that there really is a limit to the size and capac- 
ity of U.S. There isn't enough, with everybody working, to keep the Germans, 
Italians, Japanese on a dole; to give away great quantities of goods to Britain, 
France, Belgium, Holland; to save China, to fight guerrillas in the mountains of 
Greece, to stop Russia and to build a bigger New Deal at home. 











China is first to discover that there's a bottom to the U.S. barrel. 
China's Chiang Kai-shek is not to get U.S. troops to bolster his strength. 
He's not to get great new stores of arms. U.S. arms have been squandered. 

Military leaders at home remain under orders to reduce their demands. 

Planners are told to ease up on clamor for more controls. Word is passed 
out that maybe price control won't be needed, maybe Government won't have to go 
back to a wartime basis of taxation, rationing, man-power control. 

Businessmen are told not to get so jittery, to calm down. 

There is a developing official fear that if people are pressed too hard in 
peacetime they may kick over the traces on foreign aid, on more commitments to 
defend Europe, on a lot of other things. It is occurring to some officials that 
at some stage after big wars there tends to develop a strong urge toward nation- 
alism, toward preoccupation with problems at home instead of abroad. 











Dominant official view of China's situation is this: 

Chiang no longer is able to depend on his generals or his armies. 

China's fall to Communist dominance is importent, but not vital from U.S. 
viewpoint so long as Japan is kept on the U.S. side in Asia. 

Communists themselves are going to have plenty of trouble in China. 

China possesses immense man power, but limited resources. Warmaking power 
of China now or in the foreseeable future is relatively small. It is doubtful 
that Russia can make effective use of China's man power any time soon. 

Europe, not Asia, is the key U.S. concern at this stage. 

We're not arguing whether that viewpoint is the right one or wrong one. 

It's just that it is the most influential viewpoint right now. It rests upon a 
conclusion that this country cannot afford to divide its strensth too much, can- 
hot afford now, any more than it could in wartime, to have too many major fronts 
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NEWSGRAM--TOMORROW-= (Continued) 
and too many major responsibilities. There is a limit to U.S. strength. 


Really, things aren't to be so different as an election result. 

Mr. Truman is tending toward caution, toward a middle course. 

Crusade advocates, advocates of a wide left swing, after having a chance to 
express themselves after election, are being put a bit under wraps. 

Fred Vinson, Chief Justice of U.S., only moderately New Deal in viewpoint, 
is No. 1 White House adviser; is most influential in policy decisions. There is 
no sudden influx of young New Dealers. Mr. Truman is to move slowly. 

Labor leaders are influential, but not dominant, at the White House. Men 
with business backgrounds are to be allowed to stay on for a time, maybe for a 
rather long time. The President isn't in a crackdown mood. 

Even so, the direction is to be a bit left of center, not right. 

There's to be an effort to give something for everybody. Pensions, more 
subsidies, more social insurance, farm price supports, higher wage floors, all 
kinds of Government help will be proposed and pushed. The Truman New Deal is to 
be on the social-service side, not so much on the regimentation side. 











If the boom is to slow, that will affect Truman plans and ideas. 

The boom seems again to be rocking along at a high level, quite wobbly. 

Retail trade isn't what it was. Buyers are more hesitant. 

New starts in construction are lower. Industry is tending to hold back a 
little on expansion programs. Here and there are small layoffs of workers. 

But: The boom has started to turn so many times in the past, only to get a 
new shot in the arm from expanded plans for Government spending and lending, 
that it may be rash to conclude that this time the turn actually is coming. 

The time to tell will be sometime in first half of 1949, not much before. 





If things do tend to slow..... There seems agreement on these points: 

Any adjustment in business to occur in 1949-50 will be moderate. 

Spending by Government will be in a rising trend to offset, in part at 
least, any slowing in private Spending. U.S. spending is pointed upward. 

Incomes will average at least as high next year as this, but may be in a 
moderately downward trend after midyear. There is a tendency for middle and 
higher income groups to save more of their income, spend a bit less. 

Business, by prewar standards, even in a decline, will remain high. A de- 
pression is not expected. What may occur is some downward adjustment of many 
prices that now are out of line with the general level of prices. 

Controls by Government, if things do slow a little, will be forgotten. 
Government then will put steam back of its plans for bigger spending. 





to be dormant for some time. 

War keeps receding as a prospect. There no longer is talk of fighting a 
war over an argument about the kind of currency to use in Berlin. 

Peace, though, is just as elusive as ever. 

Peace talks of a serious kind seem improbable until Russia is willing to 
admit that she cannot go on making big gains by stirring trouble abroad, until 
there is some evidence that Russians want to make a deal and stick to it. 

Peace may come someday, if Western Europe recovers, if nations in Europe 
get enough power of their own to be able to stand up to Russia. 








To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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PHONE “EDIPHONE" in your city, >) 
o write Thomas A, Edison, In- 


Accomplishing more in a 
shorter office day... is an 
apparent contradiction 
that comes true with 
Edison Electronic 
Voicewriter. Exclusive 
Ear-Tuned Jewel-Action— 
clearly defining the more 
important high-frequency 
voice tones—spares both 
executive and secretary 
the annoying parts of 
dictation. Without special 
effort on his part, words 
come through distinct and 


clear... saving her the 








EDISON ELECTRONIC VOICEWRITER : i si 
ky — nuisance of “‘repeats 





and errors. No other 
instrument matches Edison 
understandability . . . 
because only Edison has 


Ear-Tuned Jewel-Action. 











corporated, West Orange, New 
Jersey. In Canada: Thomas A. 


Edison of Canada, Lid., Toronto 1, é 
Ontario. CE : 


Only the EDIPHONE MAN brings you the exclusive advantages of Eor-Tuned Jewel-Action. 











Indiana 
offers 
Industry- 


V MARKETS... 


The U. S. center of population is in 
Indiana. 


V TRANSPORTATION... 


The greatest concentration of rail- 
road facilities and improved high- 
ways to be found in any area of 


similar size in the world. 


V PRODUCTION FACILITIES... 
The world’s largest steel producing 
plant, sheet and tin mill, cement 
and oil refinery, as well as 8,000 
industries making a vast variety of 


parts and materials. 


vV LABOR ADAPTABILITY... 
Indiana ranks at the top for literacy. 
Highly skilled, intelligent, co-oper- 


ative workers available. 


V FAIR TAX STRUCTURE... 


Indiana, with an unencumbered sur- 
plus of more than $50,000,000, has 
no indebtedness. No tax penalty on 


enterprise. 


V STATE CO-OPERATION... 
Indiana industries receive excellent 
co-operation from public officials 


and civic groups. 


INDIANA .. Your Logical 
Industrial Location 
ILLUSTRATED BOOKLET giving facts 


and figures you'll want, sent promptly and 
without obligation. 


INDIANA DEPT. OF COMMERCE AND 
PUBLIC RELATIONS . . . DEPT. U-42 
STATE HOUSE + INDIANAPOLIS, INDIANA 








President’s problems. A _ victory-in- 
duced gaiety still pervaded the White 
House. But, between jubilant moments 
and congratulatory callers, the problems 
of a distressed world and a_ nation 
wondering about its future crowded in 
upon President Truman. “Many of the 
problems he previously had turned over 
to subordinates for study and recom- 
mendation. There was little he could do 
about them until reports were in and the 
time came to analyze suggestions and 
formulate his own recommendations for 
Congress, 

Foreign aid. Nevertheless, Secretary 
of State Marshall dropped in to talk 
about future appropriations for aid to 
Europe. With him he brought Economic 
Co-operation Administrator Paul G. Hoff- 
man, and ECA’s roving ambassador, 
W. Averell Harriman. To keep things 
running steadily in 1949, it was figured, 
would require an appropriation of a little 
less than the $5,300,000,000 voted last 
spring by Congress. There was confidence 
that the new Congress would provide it 
—more readily this time than last. 

The price situation at home could be 
no more forgotten than the situation 
abroad, But the news was good. Edwin 
G. Nourse, chairman of the Council of 
Economic Advisers, came in with a re- 
port showing prices trending downward 
a little in many lines. Mr. Nourse warned 
against big increases in military spend- 
ing, though, lest prices of steel and other 
metals be forced upward. 

Efficiency. And there is always the 
question of governmental efficiency. Her- 
bert Hoover, head of a commission for 
reorganizing the executive branch of the 
Government, called with an idea for 
lumping some sixty departments and 
agencies into about 16, with purchasing 
and other housekeeping functions con- 
solidated. It would save a lot of money, 
the former President suggested. Mr. Tru- 
man, from the side of the desk where 
Mr. Hoover once sat, gave the project 
his approval. 

Lobbying also caught the President’s 
attention. He told one caller that he 
favored the idea of a thorough investiga- 
tion. Congressional New Dealers already 
are talking up such an inquiry. Mr. Tru- 
man, in addition, asked Attorney Gen- 
eral Tom Clark to see whether present 
laws dealing with lobbyists need strength- 
ening. 


All the way from China, Madame 
Chiang Kai-shek brought another vexing 
problem. Mr. Truman was too busy to 
meet her at the airport, and sent an aide, 
instead. Mrs. George C. Marshall, an old 
friend, met Madame Chiang and took her 
to the Marshalls’ country home as a 
house guest. But Secretary Marshall was 
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MADAME CHIANG 
. +. emissary with a vexing problem 


not there. He was in Walter Reed His 
pital for a physical checkup. 

Mr. Truman did say, though, that| 
would be glad to receive Madame Chia 
at her convenience. But the outlook vi 
dismal for the mission that brought |i 
here: extensive new aid in weapons at 


money for her husband’s beleaguerf 


Government. General Marshall is not « 
thusiastic, and neither is Mr. Truman. 


Military. While the army grumbk 
about military-spending limits, Mr. Tn: 
man gave the Navy some attention. li 
approved the promotion of 24 captains 
the grade of rear admiral, including 1s 
naval aide, Robert L. Dennison. Ti 
President also made plans to be in Nv 
folk, Va., for the presentation of a sil 
service to his favorite battleship, th 
Missouri, on behalf of the people of 0 
home State, Missouri. 


Human relations. Getting dow ' 
lesser things, and the human side of li 
ing, Mr. Truman put himself on the satt 
level with others who walk to work. He 
issued orders that there should be 1 
funny business with the traffic lights #! 
the one intersection he crosses betwet 
the Blair House (his home while the 
White House is under repair) and th 
Executive Offices. The President pr 










ferred to wait for the green light, 
like anyone else. 
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Western Electric, manufacturing and supply unit of the 
Bell Telephone System and the nation’s largest producer 
of communications equipment, recently completed the 
construction of a large new plant at Allentown, Pa. 

The new plant employs more than 2500 men and 
women in the manufacture of vacuum tubes, varistors, 
and other electronic devices. 





F. E. Hanson, Western Electric plant manager, 
explains how Allentown, Pennsylvania, was selected 
as the site for the new plant: 


“WE TALKED TO ALLENTONIANS .. . and 
found we could count on willing and able workers, 
helpful civic leaders, cooperation from other in- 
dustries, and all-around friendliness. 


“WE LOOKED AT MAPS... and learned that 
Allentown was favorably located, well provided with 
rapid transportation, and offered a choice of plant sites. 


“WE TESTED THE AIR... by taking air samples 
from a hilltop every day for nearly two weeks. We 
found practically no fumes which might damage 
delicate parts ofthe vacuum tubes to be made there. 
“WE CHECKED THE GAS, ELECTRICITY, 

ATER .. . to make sure there was a plentiful 
supply of all three . . . that we could count on as 
much as we needed when we needed them. 


“After our investigation was completed, we selected 
Allentown, for we found it met our needs.” 
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Western Electric 
opens a plant in Pennsylvania 


employing 2500 people 





Western Electric selected Allentown as 
the location for this new plant after 
careful investigation of numerous cities 
in many states. 































Many companies, like Western Electric, are expand- 
ing their operations with plants in Pennsylvania. 
Perhaps you, too, should consider the advantages of a 
Pennsylvania location for your plant or branch. 

We shall welcome the opportunity to discuss your 
expansion plans with you. Write to the Pennsylvania 
Department of Commerce for specific facts you need 
for your operations. 





IN THE HEART OF THE WORLD'S GREATEST 
MARKET WITH OVER 69,000,000 PEOPLE 
WITHIN A RADIUS OF 500 MILES. 


JAMES H. DUFF, Governor 


ORUS J. MATTHEWS, Secretary of Commerce 












@ Yes, you can cut microfilming costs 
as much as 60°, .. . get your work 
out faster with fewer machines and 
still fewer operators... greatly re- 
duce microfilm filing space, too... 
by using the amazing new Bell & 
Howell Filmo Microfilm Recorder. 


LET THIS EXCLUSIVE COMBINATION 
OF ADVANTAGES STREAMLINE 
YOUR MICROFILMING 


AUTOMATIC FEEDER. Replaces hand feeding. Lets 
one operator run two machines. Increases ma- 
chine capacity to as many as 250 bank-check- 
size documents per minute! Practically elimi- 
nates idle-machine time. 


MORE RECORDS PER FILM. When photographing 
only one side of documents, the film passes 
through the camera twice, with half its width 
being used each time. This exclusive Filmo fea- 
ture means that each film holds up to 4 times as 
many documents. . . saves film changing time, 
film developing time, and film storage space. 


PHOTOGRAPHS TWO SIDES AT ONCE, TOO 
Shift a lever, and Filmo Microfilm Recorder is 
set to record both sides of documents, placing the 
two images side by side on the film. 
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1 Using the Filmo Micro- 
film Recorder. Machine 
runs without attention 
while operator loads a 
second automatic feeder, 


2 Up to four times as 
many documents per film 
because each film carries 
two rows of images. 


3 Front and back of 
each document may be 
recorded side-by-sideby 
setting a lever for two- 
sided photography. 


New Filmo Microfilm Reader Now Available 
Filmo Microfilm Reader shows sharp, clear, easily- 
read, enlarged images of microfilm records. Filmo 
Automatic Film Processor develops, dries, and 


spools microfilm automatically. 


Competent service for all Filmo Microfilm Equip- 
ment is provided through strategically-located Bell 


& Howell branch offices. 


WRITE TODAY for the full story of the moneysaving, 
timesaving Filmo Microfilm Recorder. Address 
Bell & Howell Company, 157 McCormick Road, 
Chicago 45. 
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Buyers are coming back into 
their own this Christmas. 

Trade is off a bit. Merchants 

se a ‘buyers’ strike.’ Buyers 
are looking over prices, are hesi- 
lating, watching for bargains. 
Lush days when anything sold 
at any price are over. 
Staff members of U.S. News 
& World Report, digging under 
the surface, report what is hap- 
‘pening over the country. 


HAMILTON, OHIO 


In this typical, medium-sized com- 


hine 
“ys munity, a search discloses what is 
der. happening to retail trade in the 
Bon Christmas season. 
ries Several things are operating to cause 
sowing in trade. The slump started be- 
ha fore the election. It has grown, in part, 
sby from what obviously is a form of buyers 
wo- trike. Many people have rebelled against 
high prices. There is a tendency to 
wait for prices to come down. 
le People, too, have found that nearly 
y- all scarcities have ended—suddenly, 
— in some lines. This encourages re- 
~ bellious customers to go on waiting. 


A severe living-cost squeeze, at 
the same time, is hitting families of 
p- limited income. Opinions differ in 
oll Hamilton, as they do everywhere 
ese, concerning the extent to which 
. this is hurting trade, But it is a fact 


g, that many industrial and white-collar 

ne workers have been forced out of 
J the market—or nearly out of it— 
’ 


lor anything but necessities. 

The slowdown of trade is aggra- 
vated by uncertainty as to whether 
jobs will last. That uncertainty. arises 
chiefly from a few layoffs in indus- 
ty, magnified by rumors that more 
ae to come, Investigation reveals 
0 apparent basis for the rumors. 
There is little slackening of industry 
in this region, and no visible reason 
| expect such a slackening unless 
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GOODS PILING UP IN STORES: 
WHY BUYERS HOLD BACK 





Living-Cost Pinch, Hopes for Price Cuts 


the slump in trade itself should become 
severe enough to discourage industrial 
output. 

In any case, the upshot is a faltering 
of trade that makes merchants cautious. 
Not long ago, these merchants were 
hunting for goods to sell. Now, many 
find goods coming at them from all 
directions and are hunting for customers 
instead. 

The whole situation appears to point 
to a somewhat lower level of prices for 
goods. Many merchants are starting to 
cut prices, though as yet on nowhere 
near the scale that appears in New York 
and some other big cities. They expect 
to carry these cuts much further, and 
probably will go all out with them after 
the holidays. Then, unless the merchants 
and other competent observers are badly 
fooled, price cuts by manufacturers will 
follow. That has not happened very 
generally before, but this time—many a 
Hamilton merchant argues—slowing sales, 
piling up of goods and swiftly increasing 
competition all seem to make lower prices 
mandatory. 

Consumers, who once again have 
the last word, say the same thing—even 





SANTA STILL DRAWS A CROWD 
. . . cash registers tell the real story 


—Acme 


more bluntly, if in less reasoned terms. 
Veterans tell a haberdasher on Hamilton’s 
High Street: “We'll sleep in our shorts, 
as we did in the Army, before we'll pay 
$5.95 for pajamas.” 

In an appliance store, a housewife 
steps back reluctantly from a $250 auto- 
matic washer. Though her industrial- 
worker husband recently has had _ his 
wages increased, she tells the merchant: 
“T just can’t afford to pay that much.” 

Those are symptoms of a buyers’ strike. 
They are not confined to low-income 
groups. Lately the wife of a Hamilton 
bank officer shopped in store after store, 
until she found the coat she wanted. 
Then she confided that she was not going 
to buy it until after Christmas. By that 
time, she thinks, she can get it for about 
$85, instead of $119. Her reason: “The 
stores can’t possibly get rid of all these 
coats I have seen, by Christmas.” 
Several merchants admit ruefully that, 
on this point, she is right. 

Financial strain felt by customers, 
rather than price resistance on the part 
of those with money to spend, is blamed 
by some merchants for the falling off in 
their sales. They point out that industrial 
workers predominate in the popula- 
tion of Hamilton, a city of 58,000 
where factories turn out products 
ranging from Diesel engines to 
children’s clothing. Pay of many of 
these workers is between $40 and 
$60 a week. Out of that they must 
buy food and medicine, pay rent or 
meet payments on their homes. 
Some also are paying for cars, usually 
old ones. That does not leave too 
much to spend for clothing, furni- 
ture, appliances and other goods in 
the stores. 

Plenty of shoppers, buying little, 
bear testimony to the _living-cost 
squeeze. They tell the merchants: 
“My grocery bills are too big.” 

Price reductions usually give an 
instant lift to sales. One store low- 
ered the price of folding umbrellas 
for women, from $9.98 to $7.98. It 
sold 16 in one day, four times as 
many as it had ever before sold in 
that time. It is getting similar re- 
sults from a sale of men’s shirts for 
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SYMPTOMATIC: CRITICAL CUS 
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A TENDENCY TO POSTPONE 
But bargains bririg a response 





1 Pont 


TOMERS 


$2.55, usually priced at $3.95 to $4.50. 
That reduction was made possible by a 
special purchase from a manufacturer 
who was overstocked. 

Another store is disposing of pajamas, 
at $2 less than the previous price. One 
merchant in a small chain clears out 
excess stocks of women’s shoes by mark- 
ing them down to half price and even 
less. Still another store owner, spurred 
by critically. large inventories, brought 
many more customers into his store by 
cutting the price of his appliances 25 to 
30 per cent in a removal sale. 

Such a reduction, however, is a bitter 
dose for a merchant to take. Most hope 
to avoid it, or at least intend to stave it 
off as long as they can. 

The pattern of buying in the stores 
runs strongly to necessities, and to less 
essential goods that are attractively 
priced. Women’s clothing, especially 
coats, continues to sell in record volume. 
But men’s suits and coats lag persistently, 
and men’s furnishings, such as shirts and 
pajamas, are even more difficult to move. 


Shoes, automobile tires, radios and home 


appliances also are encountering more 
resistance than before. 

In all lines, buyers grow increasingly 
critical of quality, as well as price. Many 
housewives protest strenuously, — too, 
against paying excise taxes on such things 
as handbags and cosmetics. 

An important factor in slowing sales 
of home appliances is the restriction of 
installment credit. Many people lack 
the cash for the required down  pay- 
ment, That also cuts into furniture sales, 
which are handicapped additionally by 
a drop in the sale of homes. 

New problems, for both merchants 
and producers of goods, have been 
brought by the slump in trade. Just now 
these problems center chiefly on retail 
inventories. In Hamilton, a number of 
merchants are carrying larger stocks of 
such goods as clothing, appliances, furni- 
ture and sporting goods than ever before. 
Some of these stocks have doubled. in 
size in the last few months, as manu- 
facturers speeded deliveries. 

More goods keep coming in. Merchants 
who already are overstocked, or fear 
that they will be shortly, find it almost 
impossible to cancel orders. A chain 
store, which found its stocks growing 
too fast three months ago, asked manu- 
facturers to cancel a number of orders. 
Instead, the manufacturers filled the 
orders at once, evidently from factory 
stocks. Similarly, an independent mer- 
chant who has two stores filled with 
furniture and other goods finds furniture 
makers unwilling to accept cancellation 
of orders placed last spring. Apparently 
he will have to take the goods, and resort 
to a sale to cut his stocks. 

So far, merchants seeking to protect 
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themselves have been able to do ltt 
more than refuse shipments of gop 
delivered too late for seasonal trade. 4 
to cut down on their new orders, Mar 
are doing that. 

Banks are watching these inventor, 
closely, but are not noticeably tightepiy, 
up on their loans to merchants, The 
bankers see no particular danger 
future trouble, unless the  merchays 
should get jittery and start unloadi 
goods at almost any price. 

The merchants themselves rem, 
reasonably optimistic about trade pey 
year. One, aggressive in his low-pri 
thinking and constantly practicing a |p 
price policy, put it this way: 

“Everything sells when it is dropp 
down a notch in price. There will | 
more pressure now for manufacturers } 
drop down. Some of the profits of th 
manufacturers will have to be squeex 
out.” 


Most of the merchants, it 


appeal 
think the steady increases in dolk 
volume of sales are ended, and _ thi 


sales will tend to level off at about ¢! 
1948 volume, or moderately below 
Most, too, seem to expect a somewhi 
lower scale of prices. 


SAN FRANCISCO 

Signs of a buyers’ strike, similar to th 
slowing down of trade reported fro 
other parts of the country, are showing 
up in cities of the Pacific Coast. 

Many merchants, in an effort to mo 
their goods, are resorting to special sale 
Several of these were advertised lavish 
by the bigger department stores befu 
Thanksgiving. More are being promot 
now, so as to stimulate the Christm 
trade. 

Customers are responding to the ba 
gains offered. But they are definitely pri 
conscious, and they shop around befor 
buying such low-priced gift items 
handkerchiefs. Even Santa Clauses i 
most stores are not busy. The belief i 
growing that, if sales ‘are being held i 
the pre-Christmas period, still better b 
gains will be available in the period att 
the holidays, when merchants are alway 
anxious to clear their shelves of holid 
goods. 

Lower figures are being quoted ! 
home appliances. A typical page adv 
tisement after Thanksgiving _ offere 
$134.95 washer for $89.95; $259.95 1 
frigerator for $199.95; $35.95 mixer ! 
$19.95: $16.95 waflle iron for $10.5 
$16.95 toaster for $14.95; and $8.50 si 
lamp for $6.95. 

What is happening in this field is" 
lustrated by the experience of a yout 
veteran who set up an agency after t 
war. Last year co-eumers took refriger 
tors, washing mach. aes and ranges aw 
from him on the side walk before he col 
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yncrate them. Now he has a store full of 
appliances, and is hunting for customers 
i take them off his hands. 

One salesman reported: “Younger peo- 
ole who haven’t done much buying before 
ye worst hit by high prices. They find 
hey can’t afford to buy what they thought 
ys in their reach. They’re having to go 
vithout, or find a makeshift replacement.” 

Most troubled are stores not used 
competitive practices or those where 
prices had risen the most. Shoe stores, 
for example, are finding it especially diffi- 
alt to move ladies’ high-priced footwear. 

In general, postponable purchases are 
being put off. People no longer are scared 
by warnings that prices will go up fur- 
ther. They figure either that they will be 
able to do without, or that they will have 
to do without because they can’t afford 
the higher prices anyhow. 


NEW YORK CITY 

The current slump in retail trade, some- 
times attributed to the long spell of warm 
weather, is at last being acknowledged in 
the cities of the East as the buyers’ re- 
action to constantly mounting prices. 

In previous years, Christmas buying 
started in November, because people 
thought they had to hurry to the stores 
orelse the most desirable selections would 
be gone. But such early buying failed to 
materialize this time. 

luxury goods are most severely af- 
fected. Not only mink coats, but also the 
cheaper furs are being slashed in price. 
Some furriers are now advertising bar- 
gains at “50 per cent off.” Jewelry mer- 
chants declare their volume of business 
for the last quarter of the year will show 
a 20 per cent drop from 1947. They, too, 
we cutting prices as much as 40 or 50 
per cent in an attempt to move their mer- 
chandise, 

Big price cuts, however, have not yet 
become general. Women’s clothing has 
been doing moderately well. Men’s cloth- 
ing has been slow and prices are off about 
10 per cent. Several out-of-season sales 
of men’s clothing have been held, indi- 
cating that clearance sales after the holi- 
days will be much more general than in 
other years, 

A buyers’ market, merchants gen- 
erally concede, is now being reached. 
They are discovering that profits must be 
shaved and lower-priced lines must be of- 
lered to the buying public. 

One retailer summed up the situation 
thus: “In item after item and line after 
line of goods, the supply has approached, 
teached and passed demand. Scarcities 
ae no longer general, There are many 
surpluses. More of them are piling up. 
A combination of surplus and rigid price 
control by sellers does not make sense. 
Manufacturers and distributors must pre- 
pare to make sacrifices.” 
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OUTSIDE, YOUNG WINDOW SHOPPERS ARE IMPRESSED BY THE WARES 


or ae 


INSIDE, SERIOUS SHOPPERS ARE IMPRESSED BY THE PRICES 
The search for goods ended, the search for customers begins 


—Acme 
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KEY TO THE ELECTION UPSET 


Crossing of Party Lines by Many Voter 


Harry Truman winds up as a 
minority President, the first since 
Woodrow Wilson, in official elec- 
tion returns. 

Close election shows that Mr. 
Truman ran ahead of Democratic 
tickets in some States, trailed fel- 
low Democrats in others. 

Shift of 30,000 votes would 
have beaten him in California, 
Iinois and Ohio. But shift of 
24,000 would have given him 
New York. 


The final, official figures of the 
election now are rounding out the 
story of how Harry S. Truman won the 
Presidency. By popular vote, Mr. Tru- 
man becomes a minority President. 
But it was no fluke that put him in the 
White House. The count shows a 
strong groundswell of Democratic 
strength all across the country. 

The official figures how: 

The total vote was 48,363,000, or 389,- 
000 votes more than were cast in 1944. 

Of these, Mr. Truman got 23,995,000 
votes. Governor Thomas E. Dewey, the 
Republican candidate, got 21,865,000 
votes. The total combined vote of 
Mr. Dewey, Henry A. Wallace, 
Governor J. Strom Thurmond, Nor- 
man Thomas and three other mi- 
nority-party candidates was 24,- 
368,000 votes. Mr. Truman lacked 
373,000 votes of getting a majority. 

The division of electoral votes, 
however, remains unchanged from 
the unofficial counts that were 
made immediately after the elec- 
tion. It stands: Mr. Truman, 304 
electoral votes from 28 States; Mr. 
Dewey, 189 votes from 16 States; 
Mr. Thurmond, 38 votes from four 
States. 

Not since Woodrow Wilson has 
the nation had a President who got 
less than a majority of the popular 
vote. 

So close was the voting in the 
decisive States of Ohio and Cali- 
fornia that a shift of 13,000 votes 
from Mr. Truman to Mr. Dewey, 
among the 7,000,000 votes cast in 
those two States, would have taken 
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their 50 electoral votes away from the 
President and thrown the election into 
the House of Representatives. Mr. Tru- 
man needed 266 electoral votes to win 
the election. If he had lost Ohio and 
California, he would have had only 254. 

And a change of 30,000 votes, among 
the 11,000,000 cast in Ohio, Illinois and 
California, could have taken these three 
States away from Mr. Truman and given 
the Presidency to Mr. Dewey. This would 
have taken 78 electoral votes from Mr. 
Truman and given them to Mr. Dewey, 
supplying him with just one more elec- 
toral vote than the 266 he needed to win. 

But, on the other side of the picture, 
even if Mr. Truman had lost Ohio, Calli- 
fornia and Illinois, an alteration of 24.000. 
votes among the more than 6,000,000 in 
New York, could have deposited the 47 
electoral votes of that State in Mr. Tru- 
man’s column. This would have given him 
the election, even if he had failed to get 
Ohio, Illinois and California. As a matter 
of fact, Mr. Truman would have cap- 
tured New York if Henry A. Wallace 
had not been in the race. Mr. Wallace 
got 500,000 votes in New York. Mr. 
Dewey carried the State by only 47,000. 

No coattail rider. Mr. Truman did 
not ride into office on the coattails of 
gubernatorial and congressional candi- 
dates. The accompanying map of States 
carried by Mr. Truman shows that, out- 
side the South, the President ran ahead 
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GOVERNOR-ELECT AND MRS. STEVENSON 
. .. in Illinois, 500,000 split the ticket 





of other Democratic candidates about , 
often as he trailed them. 

In ten of the States that he carried oy. 
side the South, Mr. Truman’s margin , 
victory was greater than that of oth 
candidates on the Democratic ticket, | 
11 other States that he carried outside th 
South, he ran behind other Democray 
but even here the picture was mixe 
No clear pattern ran through the voting 

Ballot splitting played a heavie 
than-usual part in the outcome of th 
voting. It worked both for and again 
Mr. Truman. 

In several States, large numbers of pe 
sons who voted in gubernatorial ay 
senatorial elections did not vote for Pres. 
ident. For instance, 80,000 persons wh 
voted for other candidates did not vot 
for President in Massachusetts. 

But, curiously enough, in Illinois 
where Adlai Stevenson, a Democrat, go 
elected with the biggest plurality eve 
given an Illinois Governor, 27,000 mor 
votes were cast for President than wer 
for Governor. Mr. Stevenson got a pluri: 
ity of 572,000; and Mr, Truman captured 
the state by a margin of only 34,000 
Ticket splitting here cost the President 
more than 500,000 votes. 

The same kind of ballot splitting a 
most cost Mr. Truman the electoral vot 
of Ohio, Frank J. Lausche, a Democrit 
went in as Governor by a margin ¢ 
221,000 votes. But 120,000 of those wh 
voted for Mr. Lausche did not vote 
for President at all, and 94,000 ¢ 
those who voted for Mr. Lauschi 
voted against Mr. Truman. Thi 
President barely got the State by 
margin of 7,000 votes. 

In two other cases, the ball 
splitting worked to Mr. Truman 
advantage. In Utah, where the vot 
for the Governorship and the Pres 
dency were about the same, 
Truman captured the State by 
margin of 25,000 votes. The Dem 
cratic candidate for Governor los 
it by 27,000. 

And in Wisconsin, where abou 
the same number of persons vote 
for Governor as did for President 
Mr, Truman carried the State )) 
56,000 votes. The Democratic cal 
didate for Governor lost by a ma 
gin of 126,000 votes. At the sat 
time, the G.O.P. congressional cat 
didates were rolling up a State-witt 
total of 152,000 more votes thal 
the Democratic slate of candidate 
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Where President Truman got a larger 
plurality than the Democratic candidates 
for Governor and/or Congress. 





Where President Truman got a smaller 
plurality than the Democratic candidates 
for Governor and/or Congress. 


s Where Governor Dewey won. 


Where Governor Thurmond won. 














on Election 





MICHIGAN: Truman lost. Democrats 
elected a Governor; took 2 House 
seats from Republicans ~ 


INDIANA: Truman lost. Democrats 
elected a Governor; took 5 House ~ 


* 








got, But more than 90,000 persons who 
voted for a Republican Governor, or 
House member, voted against Mr. Dewey 
and for Mr. Truman. 

In Minnesota and lowa, Mr. Truman 
suffered less from ballot splitting than 
in some other States, although the effect 
was plainly evident. 

The 39,000 persons in Minnesota who 
voted in the senatorial race but did not 
vote for either candidate for President 
were almost exactly the margin of differ- 
ence in the pluralities of Mr. Truman and 
Hubert Humphrey, the Democratic can- 
didate for Senate. Mr. Humphrey was 
elected by a plurality of 244,000. Mr. 
Truman got a plurality of 209,000. 

In Iowa, 23,000 more persons voted in 
the presidential contest than did in the 
senatorial race. Yet Guy Gillette, the 
Democratic candidate for the Senate, was 
elected by a plurality of 162,000, and 
Mr. Truman carried the State by a mar- 
gin of only 28,000. At least 134,000 of 
the Iowans who voted for Mr. Gillette 
voted against Mr. Truman. 

The 32 electoral votes of Michigan 
and Indiana were lost by Mr. Truman be- 


| cause of ballot splitting. 
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Fifty thousand persons who voted in 
the Governorship race in Michigan did 
not vote for either candidate for Presi- 
dent. G. Mennen Williams, the Demo- 
cratic candidate, was elected Governor 
by a margin of 164,000 votes. Mr. Tru- 
man lost the State by 35,000 votes. Al- 
most 100,000 of those who voted for a 
Democratic Governor did not go along 
with the Democratic national ticket. 

In Indiana, almost exactly the same 
number voted for Governor as did for 
President. But Henry F. Schricker, a 
Democrat, captured the Governorship by 
a margin of 139,000 and Mr. Truman lost 
the State by 13,000. Seventy-five thou- 
sand of those who voted for Mr. Schricker 
did not go along with Mr. Truman. 

Ballot splitting clearly cost Mr. Tru- 
man the 43 electoral votes of Michigan, 
Indiana, Connecticut and Delaware. The 
two latter States elected Democratic Gov- 
ernors and gave their electoral votes to 
Mr. Dewey. Split ballots also cost Mr. 
Truman votes in New Jersey, Pennsyl- 
vania and New York, where Democrats 
made House gains. 

On the other side of the picture, ballot 
splitting cost Mr. Dewey the 45 electoral 


seats from Republicans 


NEW YORK: Truman lost. Democrats 
won 9 Republican House seats 


PENNSYLVANIA: Truman lost. 
Democrats took 11 House seats from 
Republicans 


CONNECTICUT: Truman lost. 
Democrats elected a Governor; won 3 
Republican House seats 
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votes of Wisconsin, Utah, Washington, 
Iowa and Minnesota, all of which elected 
Republican Governors. These 45 votes 
would have taken the election away from 
Mr. Truman, but still would have left 
Mr. Dewey’s count 32 short of the 266 
needed to win the election. The decision 
would have gone to the House of Repre- 
sentatives. 

But the 45 electoral votes that Mr. 
Truman won by ballot splitting held the 
key to the election upset. They lifted his 
count from 259—seven short of victory— 
to the 304 that he had when the official 
vote came in. And the refusal of Ameri- 
cans to vote straight party tickets poses 
another problem for the pollsters. 
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NEW TERM, SAME MR. TRUMAN 


Era of ‘Conimon Sense’ Governmer, 


“New Truman” is to look 
pretty much like the old. 

Term ahead will see slight 
shifting about of White House 
inner circle. Role of Chief Justice 
Vinson as adviser and influen- 
tial friend is growing. 

But 1949, as things stand, is 
to bring no big and startling 
switches in policy. Changes 
that are being talked of tend to 
be mild, gradual. 


Harry S. Truman, soon to be Presi- 
dent in his own right, is to be much 
the same sort of President as before 
his election triumph. To those around 
him, Mr. Truman now seems confident, 
untroubled, less harassed by his job, 
more the master of it. But it also is 
noted that his basic ideas are still those 
that he brought into the White House 
with him. His cronies and advisers are 
much the same, except that Chief 
Justice Fred M. Vinson more than ever 
has become the dominant figure in the 
Truman circle. Nearing 65, Mr. Tru- 
man is at an age when basic changes of 
approach come slowly, if at all. 


For these reasons, realistic observers 
are inclined to dispute the postelection 
legend of “a new Truman.” They perceive 
some underlying shifts of emphasis that 
may set the second Truman Administra- 
tion apart from the first. But they can 
foresee no really new era ahead, no vig- 
orous reshuffling of the New Deal cards. 

Among the new factors are these: Mr. 
Truman has a Congress to his liking. He 
is in debt to labor, the farmer and a group 
of Democratic politicians. Some parts of 
his program that were stalled by the Re- 
publican 80th Congress now are expected 
to go through with relative ease early in 
the new session. But congressional trou- 
bles are indicated for later. 


All these circumstances—Mr. Truman’s 


postelection attitudes and way of life, the 
sort of advice he gets, the men—especially 
Chief Justice Vinson—who are giving it 
to him, his new congressional prestige, 
his political debts and how they are to be 
repaid—combine to show the sort of Gov- 
ernment the U.S. is to have in the next 
four years. They indicate what the anxious 
businessman and the price-worried con- 
sumer may expect. 

Leftward? A moderately leftward 
policy, just a bit to that side of mid-road, 
is in prospect. Mr. Vinson has been urging 
it, and the idea fits in with Mr. Truman’s 
general thought. It is to be a policy in 
which White House slogan makers will 
emphasize the phrase “common sense.” 


Mr. Truman would like, if possible 
work by agreement. For example, }j 
aides are trying to get management ani 
labor to agree in advance on the changy 
to be made in the labor laws. The sayy 
procedure is to be tried on other issug 

Essentially, this means that Mr. Ty 
man, although eager to redeem his cap, 
paign pledges, also wants to give weigj 
to the views of elements that he slashing) 
attacked in the campaign. For the pre 
ent, business is being soothed with pm 
assuring statements. If compromise prove 
impossible, if interested groups or cop 
gressional conservatives get in the wa 
the plan is that Mr. Truman will retun 
to the attack. 

But the soft approach, use of cones 
sions that will keep policy on a “comma 
sense” basis, is to be tried first of all. Thi 
is a product of the combined thinking d 
the President and Mr. Vinson. 

Adviser in chief. The extent of Ju 
tice Vinson’s influence is virtually w 
known outside the White House cick 
His name never appears on the officid 
White House calling list. The public gi 
a misleading inkling of the relationship 
during the campaign when Mr. Truma 
wanted to send Mr. Vinson to Moscow 
for a talk with Premier Stalin, but wa 
overruled by Secretary of State Georg 
C. Marshall. 

The fact is that the President and Chie 
Justice are together much of the time in 


Harris & Ewing 


THE PRESIDENT WITH SECRETARY MARSHALL, ECA ADMINISTRATOR HOFFMAN AND ROVING AMBASSADOR HARRIMAN 
For department heads and key officials—a minimum of White House interference 
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MON C. WALLGREN 


OSCAR CHAPMAN 


JAMES FORRESTAL 


a) 
CLARK CLIFFORD 


-—Acme, Harris & Ewing photos 


J. HOWARD McGRATH 


. ..some change in emphasis, but no vigorous reshuffling of the New Deal cards 


off hours. They have the same homey ap- 


proach to public problems and like to 
discuss them in a relaxed way. They enjoy 
the same sort of intimate small gather- 
ings, with much talk and some low-stakes 
poker playing. 

Mr. Truman has gotten into the habit 
df looking to Mr. Vinson for help in his 
troubled moments. He turned to him 
many times during the campaign. The 
Chief Justice brings to the President not 
only congeniality but a broad experience 
in Government. He knows about taxes 
from long service on the House Ways and 
Means Committee. He knows about infla- 
tion controls from having administered 
them as wartime Economic Stabilizer. 
Through his work in Congress and on the 
bench and from voluminous reading he 
_ broad knowledge of affairs in gen- 
eral, 
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With it all, Mr. Vinson is a party man 
and a somewhat. cautious New Dealer. 
He habitually wants all the facts before 
he makes up his mind, and this is said to 
serve as balance for a Truman tendency 
toward hasty decisions. 

Many expect that, if and when Secre- 
tary Marshall retires, Chief Justice Vin- 
son will be asked to leave the bench to 
become Secretary of State. Whether or 
not this happens, there are indications 
that Mr. Truman would like to see the 
1952 Democratic nomination for the 
Presidency go to his close friend. 

New Dealers of the past are not 
crowding back into the seats of power at 
the White House. Such tried lieutenants 
as Clark Clifford, Missouri lawyer and 
presidential-speech writer, continue as the 
daily associates and helpers. The welcome 
sign is not hung out for bright young men 


of the type that played so large a part in 
the early Roosevelt Administrations. 
Secretary Marshall is urged strongly to 
continue as Secretary of State. He is to do 
so if his health turns out to be as good as 
it appears. There has been shooting at a 
number of high officials who in the past 
have had Wall Street connections. Some 
of this shooting has emanated from per- 
sons rather close around the President. 
Mr. Truman himself, however, is assuring 
all of these men of his regard for them 
and of a desire to have them stay on. 
James Forrestal, Secretary of Defense, 
was counted out by some in the White 
House group. Yet he has been asked to 
remain. The same is true of Robert A. 
Lovett, Under Secretary of State. Paul 
G. Hoffman, head of the Economic Co- 
operation Administration, was as good as 
removed from office in many rumors, Mr. 
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Truman wants him to continue. W. 
Averell Harriman, roving ambassador for 
the Marshall Plan in Europe, is in high 
favor, too. Word is, however, that Julius 
A. Krug, Secretary of the Interior, may 
withdraw, in which case the job might go 
to Under Secretary Oscar L. Chapman. 

Businessmen, in fact, find that the 
President is disturbed by the alarm that 
his election caused many of them. Mr. 
Truman is going out of his way to have 
some Cabinet members and leaders in 
Congress try to give reassurance to busi- 
ness. He is trying to suggest that an ex- 
cess-profits tax, if there is one, will differ 
from a wartime excess-profits tax and 
won't be so bad as it sounds. There is a 
suggestion, too, that employers will have 
some voice in shaping any new labor law. 
The White House is indicating no intent 
to cut itself off from the business world in 
the way that it was cut off during some 
New Deal years. Businessmen and their 








Mr. Whitney who threatened in 1946 to 
spend $2,500,000 of his union funds 
to defeat the President. That breach was 
healed and the two men now are close 
friends, with the Whitney influence 
strong. Philip Murray, CIO president, 
and William Green, AFL president, have 
access to the White House, but there is 
not the same personal warmth of rela- 
tionship that existed when Mr. Roosevelt 
was in the White House. Mr. Murray and 
Mr. Truman have had their past differ- 
ences, too. The President is aware that in 
the 1948 elections the big labor organiza- 
tions centered their efforts on electing a 
friendly Congress, with his election sec- 
ondary. 

In Congress, the White House is to 
be strongly represented by skillful lead- 
ers. Alben W. Barkley, Vice President, is 
to have much to do with guiding the 
White House program in the Senate. Sen- 
ator Scott W. Lucas, of Illinois, is to work 


CHIEF JUSTICE VINSON, MR. TRUMAN, SECRETARY SNYDER 
...a ‘common sense” shift to the left? 


viewpoints will continue to be welcome 
in Washington. 

Labor leaders and top men in farm 
organizations, of course, are tending to 
get a special play. Workingmen and farm- 
ers are credited with keeping Mr. Tru- 
man in his job. The White House is aware, 
though, that it may not be so simple as 
it appears on the surface to give labor 
and agriculture all they want. Congress is 
going to move slowly in rewriting a na- 
tional labor law. Maurice J. Tobin, Sec- 
retary of Labor, would like to have la- 
bor-management agreement on changes. 
Agreement and change are not to be so 
easy to attain, however. 

Among labor leaders, Mr, Truman is 
closest to A. F. Whitney, president of the 
Brotherhood of Railroad Trainmen. It was 
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closely with the Vice President, as Ma- 
jority Leader. Representative Sam Ray- 
burn, who is one of the close Truman 
friends, loyal to the President during his 
times of trouble, will manage things in 
the House. Leslie L. Biffle, old Truman 
friend and trusted congressional aide, is 
to be Secretary of the Senate, Another 
long-time friend of Senate days, Mon C. 
Wallgren, retiring Governor of Washing- 
ton, is being added to Mr. Truman’s list 
of advisers and assistants, 

Mr. Truman, however, is to have diffi- 
culty getting everything he’ wants from 
Congress. Tax policy, ever since 1936, has 
been set by congressional tax leaders, Sen- 
ator Walter F. George, of Georgia, long 
has dominated the trend of tax policy. 
Senator George is on record in opposition 








to an excess-profits tax in peacetime. \ 
Truman, in 1948, has favored such a}, 
The Truman leaders in Congress, op jy, 
other questions, too, tend to a consep 
tive attitude. The resulting prospec 
that there is to be no wave of radical] ple 
that will sweep through Congress, P;, 
control, rationing are likely to be view. 
with great suspicion. 

Spending and lending are 50) 
thing else again. The President has may 
promises of large-scale public works, i, 
wants federal aid to education, He fay, 
public housing, more social secur} 
health insurance and insurance agaiyy 
disability. He is on record in favor of x 
tion to expand old and to start new rive. 
development projects. The White Hoy 
expects that Congress will be ready to, 
along with these plans without extend: 
argument, It is in the field of social » 
vices and subsidies for one variety of py. 
gram or another that the Truman ); 
Deal is to center. This New Deal is | 
the start of a new era in federal actiy; 
than an extension of a prewar era. If it 
to grow and become important, then ¢ 
recent emphasis upon military spendiy; 
will need to be reduced. 

Mr. Truman himself, through 
the hubbub growing from his elect 
remains unspoiled. He is the same chat 
sociable individual. The President like 
things to work smoothly. He doesn’t wu 
to offend others. His continuing tender 
is to let department heads and other k 
officials run their shows with a minimw 
of White House interference. The “chit 
that flowed so freely during the Ros 
velt days, directing officials to do this 
that, are relatively few now, 

A Truman Administration of defini! 
pattern is likely to grow, however, in th 
period ahead. There no longer are t 
lingering ties with a Roosevelt Admini 
tration that persisted until the election: 
1948, Senator J. Howard McGrath, Chai: 


_man of the Democratic National Con 


mittee and a man who did much to let 
Mr. Truman, is getting the job of rewar 
ing those who helped in that victory. : 
Truman following of some size is expect 
gradually to build up in Washington. 

At the moment, the White House is» 
quite settled down to the four-year gui! 
ahead. One high official close to the Pres: 
dent explains that he still has to pint 
himself now and then to realize that li 
is to stay in office beyond next Januar 
20. A White House visitor, called fro 
New York to see the President, explainet 
afterward that the executive mansion hi 
about it something of the atmosphere © 
a college fraternity house after a big {0 
ball victory. 

Looming problems, however, are 
pected before long to dispel the gait! 
and to reveal that the “new era” loo 
pretty much like the old. 
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is on his way by 


“T don’t know where this idea came from that you 
have to be a long-experienced pilot in order to be 
a Bonanza-businessman:’ declares Francis D. 
Wetherill. executive of John Wanamaker’s. Phila- 





delphia. “With no previous aviation experience, 


“Bonanza-businessmen, as Mr. Wetherill calls them. have upset a score of 


traditions in their adoption of this fast, efficient, economical transportation,’ 
says Guy Miller of Wings Field, Inc., who delivered Mr. Wetherill’s }-place 

Bonanza and arranged his instruction. “The idea of a hong and arduous period 
‘learning to fly’—an idea that has kept all too many executives tied 

to surface transpertation—has been thoroughly dispelled by the 


sound design and flying characteristics of the Bonanza.” 


Bonanza travel can pay in your business, too! 
Good business sense suggests that you investigate the Bonanza. 
\ note on letterhead will 
60-page brochure on “The Air Fleet of American Business:’ Write 
today to Beech Aircraft Corporation, Wichita, Kansas, U. S. A. 


your company bring an informative 


BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 


OWtuz7 m2 hours 


I bought a Beechcraft Bonanza—and was on my 
way after only twelve hours of instruction. It’s 
the plane—not me. I find it perfectly simple and 
easy to fly. And no investment I ever made paid 


me bigger dividends!” 







of 


Top speed, 184 mph 
Cruising speed, 170 mph 
Range, 750 miles 


BEECHCRAFT 
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Imagination creates better brakes | 


4 CHEAT 


TO MAKE CARS SAFE FOR you 


Cyclebond Brake Construction—developed by practical imagination at Chrysler Corporation—undergoing special test 





Two “stop cops” every minute! 


Here’s a machine that acts like a 
thousand traffic officers rolled into 
one! [t’s stopping that car wheel every 
thirty seconds or so—nearly a thou- 
sand times a day—to test a new and 
improved brake construction we’ve 
developed for our cars. 


This new construction bonds reg- 
ular brake lining to the brake shoes 
without rivets. A new kind of adhesive, 
and a special new machine—both in- 
vented and perfected by Chrysler 


Airtemp Heating, Cooling, Refrigeration 





Chrysler Marine & Industrial Engines 


Corporation chemists and engineers 
—make a bond stronger than rivets! 

These Cyclebonded brake linings will 
last more than one-third longer. Because 
there are no rivet holes, you get 10 
per cent more braking surface. And 
there are no rivet heads to score the 
brake drums, no rivet holes to collect 
destructive grit. 

Applied to our exclusive Safe- 
Guard Hydraulic Brakes, Cyclebonded 


brake linings will bring you additional 


CHRYSLER 
PLYMOUTH 


Dodge Job-Rated Trucks 
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DODGE 


‘Cilite Powdered Metal Products 
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driving safety and peace of mind. 

Our engineers applied Cyclewelding 
during the war, to make gliders and 
other military equipment stronger and 
lighter. Today this revolutionary 
process is being used in airplanes, 
appliances and many other fields. 

Cyclebonding, one application of 
cyclewelding, is another example of 
how we apply practical imagination 
in many ways to make our cars safer 
and of greater value to you. 


CORPORATION 
DE SOTO CHRYSLER 


Mopar Parts & Accessories  Cycleweld 
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New-car buyers in Moscow 
can get four-day delivery on lat- 
est Russian models. But they must 
have cash, cannot buy on time. 

Prices are about four times the 
monthly earnings of most pur- 
chasers. Strict Government rules 
control resales. 

American-type display rooms 
are being used for the first time. 
But lack of American-type serv- 
ice stations is a problem. 


The output of Russian automobiles 
is now such that private purchasers 
can get delivery in three or four days 
after paying cash to the salesmen of 
the Ministry of Automobile and Trac- 
tor Industries. 

There are two makes of Russian cars 
on sale in Moscow, the “Pobeda,” a five- 
seater type with 50-horsepower motor 
and weight of about 1% tons, and the 
“Moskvich,” a four-seater of about half 
the weight and power of the former. 
Both are on sale in the display room re- 
cently opened on Karl Marx Street—the 
first salesroom of its kind that Moscow 
has known. 

The Pobeda gets about 23 miles to the 
gallon, the Moskvich 30. The larger car is 
available in a single model with choice of 
color—black, blue, beige or green. The 
smaller model can be had in a convertible 
coupe as well as in the more usual sedan 
model. It also is offered in station-wagon 
models intended for commercial use. 

A traveler on the 300-mile stretch of 
highway between Moscow and Gorki will 
meet at intervals of about 15 minutes 
new Pobeda cars being driven from the 
factory to the Moscow display rooms. 

The road is a lonely one, but most of 
the larger villages—consisting of log cot- 
tages situated in an acre or two of garden 
-now have teahouses where the drivers 
can get bread and sausage, bowls of 
thick soup, maybe local honey and 
pickled mushrooms and, of course, 
glasses of scalding hot tea. 

When a prospective automobile pur- 
chaser visits the showroom in Moscow he 





is expected to study carefully the rules 
of sale and ownership. He learns that he 
camot buy a new car by proxy, that 
Spare parts are available only to the per- 
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NEW CAR IN 4 DAYS—IN RUSSIA 


Reported from MOSCOW 








MOSCOW'S ‘MOSKVICH’ 












. . . cash-and-carry—rules and regulations 


son in whose name the car’s ownership is 
registered—a precaution against specu- 
lators—and that the guarantee attached 
to the car ceases to be valid in event of 
resale unless a transfer of ownership is 
registered with the sales organization. 

There were about 50 men, no women, 
in the salesroom when the correspondent 
of U. S. News & World Report visited 
them. Most of the shoppers were young 
members of the working class, wearing 
cloth caps. A few were in military uni- 
form. 

The five Maskviches that were sold in 
the space of about a quarter of an hour 
went to a foreman of a tool works, a 
young doctor working at a suburban 
polyclinic, a locomotive engineer, a re- 
search worker at a scientific institute. 
and a lion tamer. The more expensive 
Pobedas were bought by a visiting engi- 
neer from the Ukraine and a coal miner 
from the Moscow coal fields. On an aver- 
age, the cost of the cars was from three 
to four times the purchaser’s monthly 
wages. 

Most of these new car owners had 
learned to drive at local automobile 
clubs. All had passed driving tests that 
include fairly searching examination of 
the purchaser's knowledge of internal- 
combustion engines. 


Sales records for one recent 10-day 
period showed that 18 per cent of the 
buyers were workers in factories, another 
18 per cent were doctors and teachers, 
34 per cent engineers and research work- 
ers, 19 per cent actors and artists. The 
rest of the sales were made to people of 
various professions. 

By 1950 the Russian automobile in- 
dustry is scheduled to be producing 
65,600 passenger automobiles a_ year, 
compared with an annual output of 
trucks of about 440,000. The automo- 
bile models now in mass production were 
approved by Premier Stalin in June, 
1945, and four or five months later the 
automotive industry got its five-year 
plan. 

Enough light cars are in use now to 
have made some improvement in city 
life in Moscow. Taxis are generally avail- 
able for order by telephone and the fare 
is reasonably cheap. Several hundred 
Moscow doctors and the postal authori- 
ties are using sedans and station wagons. 
A sign of the times was a woeful letter 
to the newspapers recently from novelist 
Alexander Fadeyev, complaining that a 
shortage of service stations was obliging 
car owners among the Russian _intelli- 
gentsia to spend frustrated hours under 
the cars. 
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Farm Profits: Another Good Year 


Dollars for Spending Still Near Record 


Good times are staying on for 
farmers. Farm year 1948 turns 
out to be almost as profitable as 
1947 farm year. 

It means continued spending 
for appliances to make the house 
more comfortable, to improve 
things around the place. 

Year ahead may find average 
family more cautious, more in- 
clined to shop around, but spend- 
ing is to stay far above that of 
prewar years. 

Farmers are closing their books on 
another good year. Income has held 
near record levels of 1947. Expenses 
are higher than they were. Dollars of 
income left over for spending, how- 
ever, are large at $16,500,000,000, but 
about 8 per cent under a year ago. 

As farmers look forward to 1949, they 
are officially assured of a profitable period 
again, but one not quite so good as 1948. 
They are to have near-record sums of 
money to spend on the things that they 
and their families want, if U.S. Depart- 
ment of Agriculture estimates are accu- 
rate. Yet farmers are showing some tend- 
ency to spend less freely. Sellers find 
caution entering farmers’ plans. Most 
farmers remember back to the early 
1930s. and many have a stark memory of 
1920-21. 

Yet farmers are operating against a 
long background of relatively high in- 
come, What that income has been and 
what it is being used for is best seen 
from examples of “typical” family-oper- 
ated farms in different areas. Reports on 
these farms are from official surveys, with 
1948 returns still preliminary. 

Typical wheat farmer and his fam- 
ily operate 600 acres—own nearly half of 
it—on the prairies of western Kansas. 
He had 275 acres in wheat this year and 
harvested 20 bushels to the acre. On an- 
other 50 acres he raised corn, grain 
sorghum, hay and some other crops, 
which provided much of his feed and 
some cash. Feed was for 25 head of 
beef cattle and calves, five milk cows 
and 120 chickens. And, in a year like 
this, he raises a litter or two of pigs. 

This farmer’s profits before income 
taxes this year will run. nearly 10 times 
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as high as in prewar years. His profit- 
and-loss statement looks like this: 

Gross income will total $16,400. 
Much of that, $11,500, is cash from the 
sale of wheat. The sorghum and othei 
minor crops are bringing $400. And 
steers, hogs, chickens, eggs and dairy 
products are returning another $3,600. In 
addition, the farmer is getting $400 from 
the U.S. Government for conservation 
practices and is using up $500 worth of 
his own products. 

Expenses of the farm will be $5,050 
this year. Like most wheat farmers in his 
region, this farm has become well mecha- 
nized in these past prosperous years. 
Thus, his biggest operating cost, $2,200, 
is in connection with his machines and 
equipment—a tractor and its attachments, 
a truck, many other pieces. 

Land costs, too, are high—$2,000 in 
payments for mortgage interest and for 
rent, plus part of the farmer’s $335 
property-tax bill. Other costs are minor 





OPERATION: 
CROPS .. . 275 acres of wheat, 

20 bu. yield per acre 

50 acres grain sorghum, hay, « 

corn, minor crops 






cattle, 5 milk cows 
120 chickens, 10 hogs 


LO? fh; 7 













STOCK .. . 25 head of beef TZ 


—$175 for hired labor and $340 for 4. 
pair materials and other expenses. 

Net farm income after all these ¢. 
penses will be $11,350. That compares 
with $12,088 last year and an average ¢f 
$1,200 in prewar years. Living costs are 
higher. And income taxes are higher thay 
in prewar years. But this year’s tax q 
leaves the family about as much to spend 
as it had last year and many times 
much as before the war. 

Family purchases for improved li. 
ing, thus, are on a scale the farmer neve 
has known before. He is repairing and 
modernizing the farm home, and equip. 
ping it with the electrical appliances that 
he has been wanting since electricity was 
extended to his farm a few years ago. The 

’ family is spending more on food, clothing 
furniture and other goods this year than 
it used to spend in several years. 

Estimates by the Agriculture Depart. 
ment show, in fact, that Kansas farm fami- 
lies that keep accounts have upped their 


Balance Sheet of 
Wheat Farmer 


INCOME: 


From sale of wheat $11,500 
From sale of other crops, 

mostly grain sorghum 400 
From sale of 14 cattle 2,160 
From sale of butterfat 420 
From sale of 120 chickens 

and 1,080 dozen eggs 520 
From sale of 5 hogs 500 
From Government 

conservation payments 400 


From produce consumed 
on farm, value of house 
rent, etc. 


é fi 


? Gross Income: $16,400 
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wpnding by 50 per cent over the average 


.$, consumer since 1939, Spending per 
x90 for clothing, furniture and equip- 
nent, and household operation has risen 
aver twice as much for these families as 
for the average consumer, Most farm fam- 
‘ies still are spending less than city fami- 
bes, But the average farm family is pro- 
viding a bigger market than ever before. 

Typical corn farmer in north-cen- 
yal lowa provides another example. This 
famer, With his family, works 240 acres 

_a third of which he owns. This year he 
put 90 acres in corn, 45 in oats and other 
small grains, another 35 acres in soy- 
beans, ‘and 15 in hay. The family has 
taken care of five milk cows, 15 head of 
beef cattle and calves and a few chickens, 
and raised several litters of pigs. 

Income this year will be about $14,- 
650, About 60 per cent of that is from 
the sale of corn and soybeans, the rest 
from sales of minor crops, eggs, chickens, 
cattle, hogs and some dairy products. It 
includes, too, $650 worth of the farm’s 
products consumed on the farm. 

Expenses in 1948 will be $6,100, 
yme $2,700 of it for rent and mortgage 
nayments. Hired labor will cost only 
$350, since the farmer is putting in about 
2950 hours of work and his family a 
total of 1,000 hours during the year. 


a Typical Kansas 
in 1948 


EXPENSES: 


Mortgage interest 

and rent $2,000 
Machinery costs 2,200 
Taxes on real estate and 

personal property 335 
Labor, hired help 175 
Repairs of fences 

and buildings 100 
Livestock costs 100 
Feed and seed 140 . 






Total Expenses: $5,050 


1948 








Net farm income, on a $75,000 in- 
vestment, will come to $8,550. It was 
$10,117 last year, and $1,464 in prewar 
years. 

What that income means in improved 
living is shown by the fact that account- 
keeping farm families in Iowa have in- 
creased their spending for major living 
items more than twice as fast as the av- 
erage U.S. consumer since 1936. For the 
first time in history, these Iowa farm 
families have spent more on medical care 
than the average city family. 

A cotton farmer typical of the Mis- 
sissippi Delta will net $2,480, three times 
his prewar income, in 1948, His 45-acre 
farm, with a total investment of $8,000, 
will bring in $3,600, most of it from cot- 
ton. More than half of the $1,120 of ex- 
penses will be for hired labor, used in 
planting, hoeing and picking. 

Slightly smaller receipts from cotton 
and somewhat higher costs reduced this 
typical cotton farmer’s net income by 
about $125 from last year. Even so, he is 
making more than he ever did before 
1947 and spending more for the things 
that he and his family want. 

Typical dairyman ir central New 
York will make about $3,700 this year 
from a 145-acre farm and a $19,000 in- 
vestment. His receipts will be $8,200— 


NET INCOME: 


$11,350 
Je 
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nearly three fourths of it from the sale 
of milk—plus $900 of his own products 
used up on the farm. Feed at high prices 
has been the biggest item in his $5,400 
of expenses. And these higher feed costs 
account for much of a $1,000 drop in his 
net income under 1947. Still, this typical 
family-operated dairy is making. more 
than three times its prewar profit, and 
the family is spending far in excess of its 
prewar rate. 

Farm prosperity brought on by war, 
thus, has held up well during the third 
postwar year, is not evaporating as many 
feared it would. On a country-wide basis, 
farmers’ gross income this year is to total 
$34,600,000,000, according to estimates 
by the Bureau of Agricultural Economics. 
This is only slightly less than income last 
vear. Almost all expenses have been 
higher this year, however. Total expense 
is up 7 per cent, to $18, 100,000,000. 
That leaves farmers’ net income at $16,- 
500,000,000, compared with almost $18,- 
000,000,000 last vear. 

What these figures show is that farm- 
ers’ net income before taxes has been run- 
ning nearly four times what it averaged 
in prewar years. Spending by farmers 
and their families, as a result, has in- 
creased much faster than spending by 
city families and, for many goods, has 
caught up with city spending. In the 
process, the number of farm homes with 
modern bathrooms has doubled since 
1940. Nearly two thirds of all farms now 
have electricity, against 11 per cent 13 
years ago. 

Prospect is for a continued high level 
of farm incomes and spending. Even with 
a further drop in some farm prices, av- 
erage price levels for 1949 are expected 
to be nearly as high as in 1948. Gross in- 
come for farmers is officially expected to 
drop about 5 per cent in 1949. Expenses 
are not expected to decline much, if any. 
That means a net income for farmers of 
$14,800,000,000 if official estimates turn 
out to be right. This is down 10 per cent 
from 1948, but is higher than for any 
year before 1946. 

Spending by farmers, too, is counted 
on to hold up well during 1949. Thou- 
sands of farm families that have gotten 
electric power lines since 1940 still do 
not have all the appliances they want. 
And a third of all farm homes still are to 
get electricity. This means continuing 
farm demand for refrigerators, washing 
machines, radios, cream separators and 
other equipment. Two thirds of all farm 
families still are without running water, 
four fifths without modern bathrooms. 
And the recent high rates of farm spend- 
ing on clothing, food, furniture and serv- 
ices such as medical care show that rural 
families will continue to buy heavily of 
consumer goods and services in 1949 if 
incomes hold up as officials expect. 


23 





U.S. News & World Report 





EFFECTS OF A DEFENSE CUT 


Smaller Draft, but Rise in Arms Order 


Tighter lid on military spend- 
ing changes the outlook for busi- 
ness, workers, draft-age youths 
in the year ahead. 

Slowdown in the draft is cer- 
tain under the Truman program. 
‘Defense orders for some indus- 
tries are to taper off, too. 

Armed forces will need less 
clothing, less for lend-lease, will 
spend more for big armaments 
and new-weapon research. 


Defense spending, in spite of new 
efforts by the armed forces, is to go 
little or no higher than $15,000,000,000 
in the budget to be offered by Mr. Tru- 
man for the year to start next July 1. 
That ceiling, now used on White 
House planning, will have a big effect 
on plans of business, of U.S. youths, 
of policy makers in Government. 

What’s ahead, if Congress backs 
up Mr. Truman in fixing a ceiling on 
military spending, includes this: 

Draft will be slowed. Draft plans 
called for 30,000 inductees a month 
after January. Actual draft call for 
January has been cut in half, with 
February’s quota reduced to 5,000, in 
anticipation of a cut in man-power goals, 

Armed forces, with 1,564,018 men 
in uniform now, are not to reach their 
programmed strength of 2,050,000 in 
1949. Army alone faces a 230,000-man 
reduction in its authorized expansion. 
Air Force and Navy are to be held down 
somewhat less. 

Industries supplying clothing, food, 
housing and equipment for these men 
are to do less business with military buy- 
ers than had been expected. 

Heavy industry, which supplies guns, 
ships, vehicles and armament, stands to 
get a larger proportion of available de- 
fense dollars. Idea is to go ahead with 
the rearmament program, while cutting 
back on man-power expansion. 

Aircraft firms face an increase in pro- 
duction through contracts already let, 
as the Covergram shows, but now have 
little assurance that this rate of produc- 
tion will be kept up. 

Lend-lease to Western Europe, ex- 
pected to be revived in some form in the 
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year ahead, is likely to be held down 
in its first year well below the projected 
rate of $1,500,000,000 to $2,000,000,- 
000. Token shipments of surplus equip- 
ment now are likely. 

Research and development of new 
weapons, however, will take on more 
importance, will get a larger share of 
defense dollars next year as more 
weapons reach the experimental stage. 

Stockpiling, too, is to be stepped up, 
with this year’s $300,000,000 allocation 
increased to $600,000,000 under next 
year’s revised budget. 

This outlook, based on $15,000,000,- 
000 in cash outlays for the year begin- 
ning July 1, means a slowdown in the 


current rate of over-all military expan-- 


sion, even though actual spending would 
be $2,900,000,000 more than in the 
current year. Present build-up of the 
armed forces, in effect, will shift its 
emphasis from man power to equipment 
when the new budget takes effect. 

Defense dollars to be authorized 
for the coming fiscal year—including both 
cash and contract authority—stand to be 
pared far under earlier estimates, as the 
chart on this page shows. This cut, even 
deeper than that in cash outlays alone, 
reflects a big reduction in expected long- 
term orders for the aircraft and other 
armament industries. Size of the cut 
may be seen by this comparison: 

Asked for by the armed forces is a 
minimum of $23,000,000,000, or about 
$9,000,000,000 more than this year’s 
military outlays and aircraft contract 
authorizations combined. That rate of 
spending is considered far too high by 
Mr. Truman to fit into the national 
budget he will offer for the year 
ahead. 

Needed to maintain the armed forces 
at the expanded strength they are 
authorized by Congress to reach by 
July 1 is $17,500,000,000. This amount 
is estimated by the Joint Chiefs of Staff 
as the minimum required to keep man 
power up to the level directed by Con- 
gress, to maintain a 66-group Air Force, 
to carry out the Navy’s new antisub- 
marine program. It would mean a mili- 
tary budget twice the size of an entire 
federal budget before the war. 

Approved under the Truman plan is 
a limit of $15,000,000,000 for all mili- 
tary outlays. Mr. Truman insists the 
services trim $2,500,000,000 from their 
basic requests, and include any revived 
lend-lease payments within that total. 


Pattern of spending within 4 
armed forces, with this 
scheduled outlays, is in for a change. 
A tentative breakdown of the 
of Staff the three 


among 


costs: 


Air Force fares best under the Ty. 
man budget, with a $1,700,000,000 » 
crease in cash for the year ahead, Mud 


of the increase, from $3,300,000.000 + 


$5,000,000,000, is to pay for delivery 
planes ordered this year. Yet the numbe 
of air groups is set to decrease, not jp 
revised budget ne 
year. The airmen now have 59 groups it 
operation, Instead of expanding to 66 ; 
70 groups next year, as intended, the 
now expect to increase the number ¢ 
planes in each group, and reduce tk 


crease, under the 


Brake on Defense Outlays... 
(For year starting July 1, 1949) 


ARMED FORCES ASKED: 
*23 BILLION | 


NEEDED TO MAINTAIN 
AUTHORIZED STRENGTH: 


TRUMAN BUDGET 
CALLS FOR: 


$15 ie, 





* EST. BY JOINT CHIEFS OF STAM 
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reduction 4 


$15,000, 
000,000 cash budget by the Joint Chie 
services, 4 
illustrated in the chart on page 25. show 
this comparison with the current yey 
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umber Of operational groups, possibly 
» as few as 48 groups. 

Army is next in line, with a scheduled 
crease Of $1,100,000,000 to spend next 
‘ar, But this is not enough to pay for an 
crease in Army man power from its 
vesent level of 645,067 to an authorized 
ui, 000 men. Result is to be a limit of 

ut 677,000 men for the Army next 
year, With plans for two or three addi- 
‘ional combat divisions scrapped, 

Navy, Which has the largest amount 
fcash to spend this year, is down for 
he smallest increase next year, an in- 
ease Of about $100, 000,000. The 
Navy's allocation of about $4,600,000,- 
(00 is to go largely toward construction 
fa new antisubmarine fleet and anti- 
sbmarine Weapons, with the present 
kutace fleets scheduled to be cut far 
hack, Number of: Navy planes, too, is to 
he held well under the planned 14,500 
hext year, maybe to as few as 8,000. 
Plans for 28 high- speed carriers are likely 
obe cut to 12. Navy is in for the biggest 
evision of any of the three services. 

Air Force, which got the fewest dol- 
jus this year, will get the most next year 
inder the new budget estimates, while 
Navy spending drops from first to last 


place. Effect, if Congress holds the $15,- 
000,000,000 lid on, is to be a change in 
the relative importance of air, land and 
sea power in the nation’s defense setup. 
Behind the cutback in these mili- 
tary-budget blueprints for the year ahead 
lies a gradual change in ideas about how 
U.S. defenses should be set up in peace- 
time. In the end, Congress must decide 
which of these approaches to take: 
One approach, favored by Congress 
last year, is to build toward war strength, 
to man 70 air groups in a hurry, to set 
up mobile Army divisions for use in an 
emergency, to give the Navy enough 
planes to provide a mobile, seagoing air 
force. Idea here is to build up armed 
strength just as if U.S. were going to 
war, as a means of discouraging other 
nations from starting such a war. 
Other approach, advanced now by the 
Administration, is to stay on a peace- 
time footing while keeping just ahead 
of other nations in facilities and means 
of waging war. This concept is based on 
the idea that war is not around the 
corner, that the “cold war” is not likely 
to turn hot in the next few years. U.S. 
defense, in that case, is in keeping ahead 
in research, in quality of planes, in new 


weapons, in war plants and war machines, 
so that any nation contemplating war 
can see what it would be up against. 
Which approach to follow is certain 
to be debated hotly when Congress re- 
convenes in January. Russia’s actions at 
the time will have a big influence on the 
decision. Pressure by the armed forces 
for more funds is in prospect. Pressure 
on the other side is to be strong for 
lowering defense costs to keep federal 
outlays—and taxes—from rising further. 
The decision by Congress, whatever it is, 
must be made in the next few months. 
Outcome, if Congress goes along 
with Mr. Truman’s campaign program, 
is to mean a shift in direction of defense 
spending in the year ahead. Dollars spent 
with business will favor heavy industry, 
rather than producers of clothing, food, 
fuel and light weapons. Dollars spent 
on man power will be cut below previous 
estimates, with only a few thousand 
youths likely to be drafted. Dollars spent 
on military aid abroad will mean few, 
if any, new orders for business. Dollars 
saved on defense spending, in turn, will 
mean more money for other Govern- 
ment programs, less pressure for a higher 
federal budget in the year ahead. 


How Money is to be Divided Among the Armed Services 
(For years starting July 1, 1949 and 1950) 
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Wage-Profit Split: Shares of U.S. Incom 


FOURTH ROUND of pay increases is about to be de- 
A manded by organized labor. At the same time, the 
White House and leaders in Congress are figuring out 
ways to cut down the dollar volume of profits earned 
by industry, after taxes. 

The Pictogram gives the background against which 
these moves are being made. 

Wages and salaries increased from a total of $41,- 
000,000,000 in 1940 to a rate of $111,000,000,000 a year 
for the second quarter of 1948. The trend still is up- 
ward. At the present time, wage and salary income 
runs around $131,000,000,000 a year. That’s more than 
three times the income received from this source in 
1940. 

Profits, over all, have increased about as much as 
wages. In 1940, U. S. corporations reported $6,000,000,- 
000 in profits, after taxes. Now the rate exceeds $20,- 
000,000,000 a year. It is this volume of profits that is 
being eyed by labor leaders as a source of additional 
wages, and by political leaders as a source of addition- 
al tax revenue. 

Stockholders in U.S. corporations, however, have 
not been benefiting fully from this increase in profits. 
Dividend payments in 1940 were $4,000,000,000. Now 
they are running around $7,000,000,000. That is less 





Dividends 
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than a twofold increase, compared with a threefjj 
rise or better for wages and salaries. 

Corporations, in fact, are reinvesting their earning 
more heavily than ever before. Earnings retained ; 
the business this year will be about $13,000,000,00j 
compared with only $2,000,000,000 in 1940. 

Reinvested earnings, however, account for oyh 
about half of what U. S. corporations have been speni. 
ing each postwar year for new plants, new machine 
and more costly inventories. The other half has bea 
raised mostly through borrowing from banks and jy 
surance companies, or by bond issues. 

On this basis, the forgotten man of the postwar per 
od has been the stockholder. On the average, his cop. 
pany and its employes have trebled their incomg 
while stockholder’s income hasn’t even doubled. By 
the stockholder’s plight is getting little consideration, 

Corporate managements contend that they must 1 
invest earnings if their companies are to expand, be 
cause risk capital—the type invested in common stock 
—is difficult to attract. That is indicated by the slug 
gishness of security markets. 

The wage earner and the tax collector, however, at 
planning to get a larger share of corporate profits fa 
themselves. That may react on investment policy, 
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Occupied Austria shows up as 
a place where U.S. and Russia 
can do business together. ‘Cold 
war’ tension of Berlin is not du- 
plicated in Vienna. 

American and Russian military 
police work together. Commerce 
flows across U.S., Russian zone 
boundaries almost unhampered. 

Recovery is catching hold, as a 
result. Food, fuel, goods, jobs are 
plentiful, compared with block- 
aded Berlin. 


The little country of Austria and its 
capital of Vienna are turning out to be 
surprising examples of what happens 
when the United States and Russia 
find a way to do business peacefully. 

Vienna, like Berlin, is deep within a 
Russian zone of occupation, but there is 
no blockade, no “air lift,” no visible 
threat of war. Instead, American, Rus- 
sian, British and French soldiers are 
patrolling the heart of this city as com- 
rades in arms. Germany is cut between 
East and West, but the four zones of 
Austria are united under a non-Com- 
munist Government of Austrians. 

Result of this co-operation and unity 
is visible everywhere inside Austria. 
Studies made by American officials show 
that no country in Europe has made more 
rapid progress toward recovery in the 
past 18 months. This winter the Austrians 
are much better clothed and fed, much 
busier than last winter. The money they 
had in their pockets last winter was 
almost worthless; this year they have 
less money, but what they have can be 
exchanged for things they need. 

What is happening in this country is 
all the more remarkable because the 
four-power agreement on Austria is by 
no means complete. Diplomats still are 
wrangling over the terms of a treaty that 
will decide what postwar Austria is to 
be like. The surprising thing in Vienna 
today, however, is to see how the four 
powers can work together and what they 
can accomplish even without final agree- 
ment, when they want to co-operate. 

Life in Vienna has picked up sharply 
over last year. The Austrian capital is 
far better off than Western Berlin, now 
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WHERE THE SOVIETS CO-OPERATE 


Reported from VIENNA 


under siege and receiving its supplies 
only by air. 

Food is no longer such a problem here. 
Last year there was not a single restau- 
rant in Vienna serving meals regularly; 
this year restaurants are open and busy 
all over the city. Food rations are up 
from the low of 1,200 calories a day in 
1946 to 2,100 calories. Vienna’s famous 
cafés are crowded again, serving real 
coffee instead of the bitter acorn brew 
sold a year ago. 

Prices are high, but goods are avail- 
able. Shopwindows, which were boarded 
up and empty last year, are crammed 
with goods for sale. Four out of five 
Viennese on the streets of this city still 
carry brief cases containing black-market 
purchases of food offered for sale, but 
black-market prices have dropped to one 
tenth of their 1946 peak. 

Fuel is available again. Electricity and 
gas are available day and night, though 
last year they functioned only a few 
hours each day. A boy and girl strolling 
in the Vienna woods once more indicate 


- romance rather than a hunt for firewood. 


Crowds seen in theater lobbies here are 
well dressed again, not bundled up as if 
for a walk through a blizzard. 

All this is possible because the U. S., 
Russia, Britain and France are speaking 
softly to each other in Vienna. Both East 
and West in Austria are learning what is 
required to make one world out of two. 





—Black Star 
VIENNA: U.S. COMMAND POST 
... no visible threats 





Doing business with Russia, ;); 
Americans have learned, must start wi 
good intentions on both sides. In Austr; 
conditions are such that both Russia ap 
the Western powers, for different te: 
sons, find it to their advantage to sho 
a desire to co-operate. 

Russia, for example, is trying to g¢ 
reparations out of Germany throug 
Austria. Some 200 Austrian firms, includ 
ing a large part of the country’s oil wel 
and many industries, all of which we: 
operated by Germans during World Wy 
II, now are pooled in a Russian-controlle 
trust in the Russian zone of Austria, pro 
ducing goods for Russia. It is to Russia; 
interest, therefore, to keep Austria 
economy running smoothly to get th 
most out of these plants. 

The Western powers, on the othe 
hand, want to keep Austria united be. 
cause the whole country is overwhelm. 
ingly anti-Communist. In the free ele. 
tions of 1945, Communist candidate 
backed by Russia got little more than j 
per cent of the vote. For three years, : 
single Government of non-Communis 
has not only resisted Russian pressure 
but also has exerted real influence in a 
area occupied by Russian troops. 

Both Russia and the Western power 
realize that Austria is a small, tightly or: 
ganized country that could not easily by 
divided. The whole country is smaller 
than the State of Maine. Nearly a thir 
of its 7,000,000 people live in Vienna. 

In a showdown, Vienna _ probably 
would go to Russia because there are 1 
airports in the Western sectors of Vienni 
that could be used as the base for a 
air lift. For Russia, however, a divided 
Austria would be an economic and politi 
cal liability. And the U.S. would fn 
it more expensive to pay for the Westen 
half of.a divided Austria than to bear tle 
expense of the Western share of a Unitec 
Austria. 

Such considerations add up to a sitw: 
tion in which both East and West a 
eager to get along. The result is a startling 
contrast to the “cold war” in divided Ger 
many. 

Currency reform, for example, is thi 
issue that has led to the division of Ger- 
many and the blockade of Berlin, Whe: 
U.S., Britain and France decided to ¢ 
ahead with currency reform in Wester 
Germany, the Russians walked out of tht 
Allied Control Council in Berlin and» 
more meetings of that body were held. ! 
Austria, however, the four members of th 
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Allied Council meet every other Friday 
in Vienna and have agreed on currency 
reform for the whole of Austria. 

Politics, Which in Germany are tied 
dosely to the East-West conflict, are left 
retty much to the Austrians. Last year, 
when the lone Communist member of the 
Austrian Cabinet quit because the rest 
of the Cabinet would not accede to Rus- 
ga’s demands on currency reform, it was 
feared the Russians would walk out of the 
Allied Council. Instead, the Russians final- 
ly approved currency reform and con- 
tinued to co-operate. When the Allied 
Council disagrees, the Austrian Govern- 
ment usually is free to act on its own. 

Commerce and trade inside Austria, 
gs a result, seldom is hampered by the 
East-West boundary lines that have cut 
Germany in two. Austria’s economy is 
functioning much as if the country were 
not occupied by four different powers. 

Iron ore from the British zone goes 
everywhere to factories inside Austria, 
but particularly to steel plants of the U.S. 
zone. Steel goes from the U.S. zone to 
factories in the Russian zone. Manufac- 
tued goods and oil from the Russian 
zone go to the rest of Austria. There are 
few restrictions on trade. (See map on 
this page. ) 

Industry in Austria, sparked by the 
co-operation of the occupying powers, 
is boosting its output rapidly. Over-all 
production already is 4 per cent above 
prewar levels. The steel, metallurgical 
and machinery industries are producing 
10 to 20 per cent more than in 1937. 
Chemical production is 40 per cent higher 
than before the war. Output of fertilizer 
and aluminum is between three and six 
times the 1937 level. In most of these 
industries, production records are due 
largely to the additional capacity installed 
by Germans during World War II. But 
such output would be impossible without 
four-power co-operation. 

The Austrian test of relations be- 
tween East and West is by no means en- 
tirely a success story. 

Friction develops frequently. Several 
hundred Austrians unfriendly to Russia, 
including a few Government officials, 
have vanished. U. S. officials are investi- 
gating the murder of a member of the 
Marshall Plan mission to Vienna, Russia 
recently halted deliveries of scrap steel 
to the U.S. zone until Soviet-operated 
plants got more finished steel from the 
U.S. zone, 

A final settlement for Austria still ap- 
pears distant. Observers here believe 
Russia will not want to withdraw from 
Austria until there is a settlement of the 
“cold war” in Germany, What East and 
West are proving, however, is that they 
can do business with profit to both sides 
when it suits the policies of Moscow and 
Washington to get together. 
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Austria: No Road Blocks for Trade 
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Wave of Troubles in Latin America 


Unrest is stirring much of Latin 
America. Democratic govern- 
ments are being pushed out. 
Army revolts are rising. 

Big Argentina, calm politically, 
has big troubles on the dollar 
side. Smaller countries have 
smaller troubles, but they can 
get big before long. 

Suspicion and distrust are 
growing. South America has a 
case of “‘nerves,” a little ‘‘cold 
war” of its own. 


Latin America again is suffering a 
wave of revolutionary disorders. 
Trouble or bloodshed is the story in 
Peru, Paraguay, Venezuela. The rest- 
lessness is only a symptom of eco- 
nomic troubles underlying. The same 
story could be repeated next week or 
next month in several other Latin- 
American countries. 

Peace and stability are still a long 
way off for much of South America. 
There is no internal peace or stability 
in countries where millions of people 
are unproductive, illiterate, lacking 
transport, adequate food, many of the 
modern comforts. 


CTUAL REVOLT of recent months were 
A not attributed to Communists. In 
most cases, palace-guard changes have 
gone under the name of revolutions. The 
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IN VENEZUELA: CHALBAUD IN, GALLEGOS OUT 
. . . beneath the wave of disorders—economic currents 


Reported from BUENOS AIRES 


military tradition is still strong, though 
most of the Southern republics profess 
democratic and republican aspirations. 
Tendency to militaristic rule keeps turn- 
ing up in political troubles. Here is a 
quick run-down of disturbances that be- 
set the Latin-American area: 

In Venezuela, a military revolt has 
ousted Romulo Gallegos, the first Presi- 
dent ever chosen by direct election. The 
Army clique said Gallegos was giving 
too big a place in the Government to 
his own political party and was letting 
labor have its own way too much. So 
Gallegos, who took office last February, 
has been thrown out and a new Govern- 
ment has been set up with Lieut. Col. 
Carlos Delgado Chalbaud as chief of 
the Junta. 

In Peru, another President, José Luis 
Bustamante, was thrown out by another 
Army revolution, and Gen. Manuel 
Odria has taken over the Government. 
Bustamante, the first man ever chosen 
President of Peru in an honest, popular 
election, is an exile in Argentina. 

In Paraguay, a civil war was_nar- 
rowly averted. The military influence is 
strong. President J. Natalicio Gonzalez, 
a civilian who took office last August, 
heads a shaky Government. His own 
supporters know he can be toppled al- 
most any time. 

In Chile, Gen. Carlos Ibafiez, a for- 
mer President, is accused of attempting 
an uprising with the support of Ar- 
gentines. President Gabriel Gonzalez 


Videla governs with a coalition that is 
not on firm ground, despite a purge of 
high military officers accused of plotting 
a revolt. 








In Uruguay, with its democratic Gpy. 
ernment, the situation is relatively quiet, 
But rising prices and shortages threate, 
trouble there, too. 

In Argentina, President Juan Perdy 
fears plots against his life and his Goy. 
ernment. Other governments  accyy 
Argentine officials of mixing in. thei 
affairs. 

The net result, all over the Hemi. 
sphere, is a tendency toward less demo. 
racy, not more. The arrest of oppositio 
leaders, press censorship, martial lay 
all are continuing—even in some area 
where actual violence is not occurring 
The people of Latin America have ; 
“cold war” of their own to worry about 

From a business point of view, the 
atmosphere is not healthy. 


HE PERON GOVERNMENT in Argentina 
Tis not having serious political troubles 
although relations with Argentina’ 
neighbors are at the lowest point in 
years. Relations with Uruguay and Bo- 
livia, as well as Chile, are touchy. Un. 
guay is complaining about Argentine cur 
rency and export controls. Bolivia accuses 
Argentine patrols of invading Bolivia 
territory in pursuit of smugglers. 

But President Perén’s real troubles are 
economic. His country and his Gover- 
ment are caught in a financial squeez 
that grows tighter week by week. 

Argentina is raising good crops in 
spite of reduced acreages. Weather has 
been excellent. But on the sales side it 
is a different story. The Government’ 
troubles in unloading big grain surpluses 
are multiplying. 

Except for wheat, Argentina has had 
to drop her grain prices sharply in order 
to move accumulated surpluses. Even a 
that, the country is shipping only about 
90,000 tons of grains a week, compared 
with official estimates that Argentina 
had 10,000,000 tons to sell in 1948 
Total exports so far this year are about 
4,500,000 tons. 

Now customers are beginning to drop 
off one by one. Very small shipments 0! 
wheat are still going to India and to 
Spain, but even India is cutting down. 
Argentina’s neighbor, Chile, is beginning 
to export wheat and sell on the Indian 
market. 

Belgium is buying some Argentine 
barley, and some corn is going to Eng 
land, France and the Netherlands. That 
is about all. The Argentine actually i 
selling a comparatively smal] share 0 
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BEGGING FOR BUYERS—MEAT AND WHEAT: Argentine cattlemen and wheat growers want higher prices; foreign customers 





~kwing Galloway 


demand lower prices. In the middle, the Peron Government is caught in a financial squeeze that grows tighter week by week. 





the world’s grain needs, though the 
country used to be one of the top ex- 
porters. Italy used to buy from Argen- 
tina. Now she shops in the U.S. Canada 
has sold 7,500,000 bushels of wheat to 
South Africa, formerly one of Argentina’s 
best customers. 

Argentina recently sold what may be 
her last big block of wheat to Brazil for 
$4.85 a bushel—double what the U.S., 
Canada and Australia charge. The wheat 
crop coming up may provide 2,000,000 
tons for export, but may find few buyers 
unless Argentina meets world prices. Ar- 
gentina no longer can call the tune. 


IGH PRICES are the main reason why 

the Perén Government cannot 
peddle its big wheat surplus now, but 
prices cannot be cut just yet to attract 
new buyers. The reason is that Argen- 
tin’s handful of remaining customers 
would immediately ask for similar cuts. 
They have equality-of-treatment clauses 
in their purchase contracts. 

But Argentina’s glut of cereals has to 
be moved somehow. Here is one way 
the Government may be doing it: 

Holland bought 35,000 tons of what 
was labeled “badly damaged and 
weevily” corn meal at an unusually cut- 
tate price. Grain people inspected the 
shipment and said it was perfect. The 
conclusion being drawn among grain 
traders is that Argentina wants to save 
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face by offering perfectly good grain 
as badly damaged and infested, so that 
she can reduce prices here and there and 
get rid of the surplus. 


sold her railroad interests in Argen- 
tina to the Perén Government in order 
to buy Argentine meat, cereals and other 
needs just about saved Argentina from 
disaster this year. She sold the British 
1,200,000 tons of corn and barley at 
the old high prices. But that arrange- 
ment is over at the end of this year, and 
Britain is not likely to send a trade 
mission to Buenos Aires to renew it. 

London may decide to cut its food 
purchases from Argentina as much as 50 
per cent. The British already have “eaten 
their railroads.” Now they will simply 
have to depend largely on what exports 
they can sell to Argentina. And that is 
limited by Great Britain’s commitments 
to sell elsewhere, her production limi- 
tations and Argentina’s own production 
restrictions. 

Meat purchases by Britain from Argen- 
tina are being cut 40 per cent. New 
Zealand has replaced Argentina as the 
top meat supplier of England. 

President Perén is having trouble with 
cattle producers, too. Deliveries to 
market are slow. Cattlemen feel they 
are getting too little for their steers, com- 
pared to the prices the Argentine Gov- 


A‘ AGREEMENT by which Great Britain 


ernment gets for the meat. In meat, as 
in all exports, the Government buys 
from the producer and resells at the 
best price possible. The profit goes to 
the Government. 

The Perén Administration is giving be- 
lated recognition to farmer dissatisfac- 
tion by raising the price it pays wheat 
growers. Farmers received $1.38 to $1.62 
a bushel on the 1947-48 crop. The new 
crop will be bought at $1.86 a bushel. 
The price change is too late to increase 
plantings, however. The harvest is about 
to be reaped. 


RGENTINA’S GOLD and dollar balances 
A are still shrinking, even though new 
purchases from the U.S. have been 
stopped almost completely. Recent 
figures of the Central Bank’s balance 
sheet show a total gold reserve of $108,- 
225,000; free exchange at $85,025,500, 
plus $362,550,000 in blocked sterling 
which is guaranteed against depreciation 
but cannot be used much except on the 
books. 

Because of money troubles, President 
Perén has been telling his people that 
the Argentine peso is not weak. He says 
he has a menu from a restaurant in the 
U.S. that charges $12 for a steak. He 
claims he can buy a whole steer for 
that amount on the Argentine pampas. 
Nobody has offered one for sale at that 
price in recent days, however. 
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ltaly’s Way Out: 
Export People, 
So Rest Can Live 


Reported from ROME 


What to do with too many 
people is the big problem in 
Italy. Homes and jobs abroad for 
1,200,000 must be found soon. 

But campaign to export Ital- 
ians is in trouble. Italy cannot 
pay to ship them out, cannot af- 
ford to keep them home. 

Growing population is over- 
loading farms, pushing unem- 
ployment upward, putting a criti- 
cal strain on all Italian resources. 


Italy is trying to find an export 
market, in the period just ahead, for 
1,200,000 people. The need is to export 
at least that many people if Italv’s 
growing problems are to be eased. Yet 
nations interested in importing work- 
ers in large numbers are few, with 
needs limited. 

Unemployed in Italy now number 
2,000,000, with the number rising stead- 
ily. Employers are required by an agree- 
ment with the Government to keep hun- 
dreds of thousands more on pay rolls 
although they are not needed, Farms are 
overcrowded, Population is growing at a 
rate of more than 500,000 each vear. Un- 
employment is expected to reach 3,000,- 
000 by 1952. 

The resulting problem is people and 
what to do with them. The problem is 
made acute by the limited natural re- 
sources within Italy. The alternative is 
becoming one of exporting people or of 
accepting steadily lower standards of 
living that give rise to radical political 
movements, Communists tend to thrive 
on economic troubles. 

Right now, Marshall Plan dollars pro- 
vide Italy with a relief system that keeps 
trouble within bounds. U. S. aid of $330,- 
000,000 so far, largely in food and in- 
dustrial materials, gives time for the Ital- 
ian Government to think of a solution for 
the problem. The best solution is found to 
lie in shipping people abroad. 

Serious difficulties show up, how- 
ever, as Italy looks around for countries 
able and willing to take the surplus. 

Cost, per person exported, is high. It 
takes up to $8,000 to ship and install an 
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Less Money for Italians | Fewer Jobs for Italians 


From Relatives in U.S. 
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industrial worker abroad, Transplanting 
a farmer is a bit cheaper. If Italy financed 
the export of 1,000,000 people it would 
mean an investment of around $8,000,- 
000,000, an outlay considered prohibitive 
for this country. Other nations that could 
use Italian labor are reluctant to pay the 
cost themselves. 

The U.S., biggest market for emigrant 
Italian families before World War I, 
no longer is a haven and will not become 
one again unless immigration quotas are 
altered. Such a change is unlikely. In 
1905, about 200,000 Italians settled in 
the U. S. Only 15,000 moved in last year. 

France agreed to take 17,000 Italians 
a month, but only 6,263 moved in in five 
months. Many took temporary jobs, and 
returned home when work ran out. 

Belgium agreed to take 50,000 over the 
same period, but only 7,739 reached that 
country, Nearly 4,000 returned to Italy. 

Argentina, with an old, established 
community of 3,000,000 Italians, planned 
last year to take 1,000 a day. But only 
25,000 arrived. Lack of shipping space 
was a big obstacle. This year, the total 
will approach 85,000, still a small frac- 
tion of the total Italy must send abroad. 

Brazil wants 700,000 people, but is 
giving first preference to displaced per- 
sons from other parts of Europe. Trouble 
in financing the cost of new settlers is 
holding back Brazil’s immigration pro- 
gram. 

Chile is interested in importing people, 
but demands proof of technical skills and 
requires immigrants to pay their own 
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transportation, 
willing to move can finance passage, 


As a result of all these restriction 
Italians now are leaving the country i 


a rate of only about 250,000 a year. 


The upshot is that Italy, with it 
high birth rate, winds up with more ani 
more people she cannot support. Gettiny 
them out of the country is a subject hig 
on the Government’s list of urgent bus: 
ness. The slowdown in emigration meat 


a serious loss of income (see chart 
During the 1920s, Italians abroad we 
sending home an average of $125,000.0) 
a year. This year the amount will be on! 
about $45,000,000. 


A four-year plan, now being work 


out, has a chance of limited success 


sending surplus Italians to other Eur 
pean countries, despite the difficulties 


to now. European nations are expect 
to take the 300,000 emigrants plan 


for them in the next four years. Bit 


whether South America will take 
800,000 scheduled for settlement the 
by 1952 is more doubtful. Cost a 
shortage of transport stand in the wa 
Another 100,000 are listed for emigrati 
to scattered parts of the world. 

The plan to export 1,200,000 people b 
1952. even if it works, will leave in Ita 
an additional 1,800,000 workers needins 
jobs, Public-works programs, financed | 
the U.S. through the Marshall Plan # 
by the Italian Government, will be ne 
essary for years to keep these people 0 
a dole. Italy’s No. 1 problem, too mi 
people, is not going to be solved quick! 
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Worldgram «>» 
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FROM THE CAPITALS OF THE WORLD 


BERLIN....WASHINGTON....NANKING.... 





>> It's a question whether people of Western Berlin, even with U.S. support, 
can stand up against Russians indefinitely. Soviet pressure is terrific. 

To give you an idea of what life is like in Western Berlin this winter: 

It's cold. Most that Berliners in Western sectors can hope for is enough 
coal and wood to keep one room heated part of each day. Offices, shops, schools, 
movie theaters are no better off. Some may have to close. Warm clothing is not 
plentiful. Temperatures stay below freezing most of winter, sometimes hit zero. 

It's dark. West Berlin's streets go unlighted. You walk around by flash- 
light. Most homes get electricity only between 2 and 4 p.m., 2 and 4 a.m. So can- 
dles, imported by "air lift," are a necessity. And, since Berlin is as far north 
as Labrador, the winter sun rises late, sets early, doesn't really help much. 


>> In the cold and gloom of this Berlin winter..... 

Food, brought in by air, is enough to keep body and soul together, but that 
is about all. Berlin housewives are challenged by dehydrated potatoes, dehy- 
drated beans, dried eggs and smoked herring in place of meat, and by dried fruit, 
some fat, flour. And gas for cooking is available only a short time each day. 

Jobs are becoming scarce, unemployment is mounting as Berlin industries 
close down for lack of coal and raw materials. For many Berliners, perhaps a ma- 
jority, a relief status is best they can expect while Soviet blockade lasts. 

Travel within the Western sectors is a scramble. Soviet control of key pow- 
er stations, and coal shortages limit elevated, subway, surface lines to a few 
hours a day. Busses, cars are scarce. It is easier to walk, or stay home. 


Life in Soviet sector of Berlin, at first glance, looks more attractive. 

Cold is offset by fairly generous ration of brown coal from Eastern Germany. 

Darkness isn't a problem. Russians control enough power stations to keep 
Streets lighted, provide electricity for homes, offices, schools, theaters, 

Travel, with Soviet controlling more transport facilities, is easier. 

Food matches quantities available to residents of Western sectors. 

Goods not available in West Berlin are advertised for sale in East. 

What is going on, of course, is a Soviet bid to West Berliners to abandon 
their Western allies, put their faith in Moscow, join up with the Communists. 


Strange thing is that division of Berlin, this big split between East and 
West that has been in the headlines for months, doesn't show up quite as you might 
expect. There are no physical barriers, no iron curtains separating Soviet sec- 
tor of Berlin from the others. As a rule, there are few armed Sentries about. A 
Stranger can walk in and out of Soviet Berlin without realizing it. Point is that 
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WORLDGRAM-- (Continued) 


the big East-West split in Berlin takes different, less obvious forms. 
Economic split is the one Berliners feel most, yet can't get at. Soviet 
blockade, which started that split last June, is applied far from Berlin. 
Split _over ideas is becoming more pronounced as Soviet officials take steps 
to keep Western press out of Soviet sector, step up their own propaganda. 
Governmental split is complete. There are now two city governments, two 
sets of city officials, one for West, one for East, and each claiming control. 
Communists arranged this in a rump session of city council, excluding non-Commu- 
nists. By this maneuver, coming just ahead of legal elections, Communists can 
disavow elected government, tell West Berliners to ignore it, even disobey it. 
Physical split, walling off Soviet sector, may come next. Sign of it is 
order requiring East Berliners to carry Special Soviet-approved identity passes. 
So things are in shape for Soviet to apply still more pressure on people of 
Western Berlin. Neither Berliners nor Western powers Supporting them can reply 
very effectively. All Berliners can do is to hang on, hope for the best. 














>> U.S., itself, is in somewhat the same position in China--hanging on, hoping 
for the best. It is an uncomfortable, as well as hazardous, position. 

Pressure is coming at U.S. from China, from groups in U.S. to do something, 
save Chiang Kai-shek, save his Government, save his armies, halt the Communists. 

It's a repetition of the pressures of World War II, when U.S. officials had 
to weigh China's needs against those of Europe, decide which came first. And Gen- 
eral Marshall, by a coincidence, is once again in the key position. 

Odds are that U.S. decision, as in wartime, will give Europe priority. 





>> One difficulty, one thing that makes U.S. attitude on China puzzling, is 
that U.S. officials can't come right out and say what they think. 
Facts of U.S. attitude, distinct from diplomatic double-talk are these: 
Saving China, in the opinion of responsible U.S. officials, is not some- 
thing U.S. can do by itself. Main job has to be done by Chinese, effectively led. 
Chiang Kai-shek, in U.S. official view, no longer can lead the Chinese. 
Chiang's armies are losing battles, not because they lack arms, but because 
they have lost the will to fight, don't know what they are fighting for, and are 
badly led. More U.S. arms, accordingly, can't be expected to change matters. 
Chiang's Government, in the U.S. official but private view, is bankrupt, no 
longer able to command confidence of the people, powerless to halt Communists. 
These are the things U.S. officials would say publicly, if they could. 














>> In line with this attitude, U.S. officials await these developments: 

Resignation of Chiang Kai-shek as President of China, end of his regime, 
removal of Chiang's influential relatives and advisers from all key posts. 

Rise of new leadership to run Nationalist China, reorganize Government and 
Army, begin long-promised reforms, win public Support, win a few battles. Or, if 
Central Government can't be reorganized at once, U.S. Support can go temporarily 
to individual leaders in China who have demonstrated their effectiveness. 

Trouble is, of course, that top U.S. Spokesmen in Washington and Nanking 
can't say any of this out loud. Officially, U.S. still Supports Chiang Kai- 
shek, can't intervene in China's internal affairs, can't tell Chiang to resign, 
can't even appear to say or do anything that would make matters any worse in China. 

Visit of Mme. Chiang Kai-shek merely adds to the U.S. embarrassment. 
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YOU CAN SEE TOMORROW FROM THE TOP OF THIS TOWER 


New Electronic Wonders Are Being Developed at 
Federal Telecommunication Laboratories 


This unique electronic research tower at Nutley, N. J. 
was designed to explore the mysterious realm of micro- 
waves —those extremely short radio waves with such 
great future promise. Built into this 300-foot functional 
structure of steel and aluminum is a complex system of 
equipment and antennas ... to advance experiments in 
the transmission of sight and sound by microwaves... 
to attain new highs in sensitivity in the reception of 
“line of sight” signals. 

At the top of this tower are five stories of specially 
equipped laboratories. Here teams of I T & T scientists 
think and work in terms of tomorrow. Already they have 


made important contributions in several fields of tele- 
communication ...in Pulse Time Modulation for trans- 
mitting multiple messages simultaneously on the same 
frequency ...in mobile radio ... in television ...in new 
types of radar and improved devices for safe air navi- 
gation. And they are pointing the way to the possibility 
of a world-wide network of telephone, telegraph and 
television communication by microwave relay. 







INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
6? Broad Street, New York 4, N. Y. 
U. S. Manufacturing Subsidiary—Federal Telephone and Radio Corporation 


1T & T COMMUNICATIONS 





1T & T DEVELOPMENT AND MANUFACTURING 





IT & T is the largest American system of 
international communications. It includes 
telephone networks in many countries, 
47,000 miles of submarine cable, 6,600 miles 
of land-line connections, over 60 interna- 
tional radio-telegraph circuits and more than 
50 international radiotelephone circuits. 





WORLD UNDERSTANDING 











Associates of I T & T maintain electronic 
laboratories in the United States, England 
and France, and operate 31 manufacturing 
plants in 22 countries which are contribut- 
ing immeasurably to the rehabilitation and 
expansion of communication. facilities in a 
war-torn world. 





LD COMMUNICATIONS 
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OIL PROSPECTORS, LOADED DOWN WITH HEAVY 
INSTRUMENTS, USED TO FIND MANY SWAMPLANDS INACCESSIBLE. 
TODAY THEY RIDE THE WEIRD 4-TON MARSH BUGGY. PONTOON WHEELS IO FEET 
TALL ENABLE THIS MONSTER TO CRUISE EQUALLY WELL OVER WATER, MIRE AND SOLID 
GROUND. AND THE B-W LONG CLUTCH WITH WHICH IT IS EQUIPPED GIVES THE SAME 
DEPENDABLE PERFORMANCE AS IN MILLIONS OF MOTORCARS. 
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DOLL-SIZE STOVE SAVES HOME FUEL / 


INSIDE THE STEADVHEAT’ THERMOSTAT THAT REGULATES B-W'S , Bl aS : 
NORGE-HEAT FURNACE, THERE IS A TINY ELECTRIC‘STOVE’ . Ss ae ial 
THIS MAKES DOUBLY CERTAIN THERE'LL BE NO WASTEFUL, P cryplHE BLADE ANGLE OF NEWEST-TYPE PROPELLERS 
UNCOMFORTABLE OVERHEATING. IT PRE-HEATS THE THERMOSTAT... ADJUSTABLE AUTOMATICALLY DURING FLIGHT. A MIGHTY LIT’ © 
S0 THE FIRE SHUTS DOWN AT THE RIGHT INSTANT TO LET PESCO PUMP IN THE HUB POWERS THE REGULATING MECI 

THE ACCUMULATED FURNACE HEAT BRING ROOM WAGHTH WHICH TWISTS THE BLADES IN THEIR SOCKETS... MAKES 


BITE LARGER OR SMALLER. IN 3 SECONDS, THE BLADES CAN BE FEE 
COMPLETELY... OR REVERSED FOR SLOWER LANDINGS, QUICKE 


wiiicucta BOKCG-WARNER 


TO THE EXACT DEGREE ORDERED, 




















| poR BAYOU BUGGIES THAT WADE AND SWUM... | 
FOR PLANE PROPELLERS WITH A NEW TWIST... 


= PORTANT OPERATING PARTS ARE 
PROVIDED BY B-W WHOSE INGENUITY 
TOUCHES THE LIFE OF EVERY AMERICAN 
EVERY DAY.* 

*FoR EXAMPLE, 19 OUT OF THE 20 MAKES OF MOTORCARS 
CONTAIN ESSENTIAL PARTS BY BORG-WARNER. 
EVERY COMMERCIAL PLANE AND MANY SHIPS 
AFLOAT HAVE ABOARD VITAL B-W EQUIPMENT. 
9 ouT OF 10 FARMS SPEED FOOD PRODUCTION 
WITH B-W EQUIPPED IMPLEMENTS. 

AND MILLIONS ENJOY THE OUTSTANDING 
ADVANTAGES OF B-W HOME EQUIPMENT 
AND APPLIANCES. 
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4 
RLDS CHAMPION COAL MINER more THAN 4 Ties FASTE 
THAN ANY OTHER COUNTRY, AMERICA MINES COAL... DOES IT WITH MODERN 
MACHINES LIKE THE SHUTTLE CAR. THIS DEVICE IS BUILT THIGH-HIGH TOFIT LOW- 
ROOFED TUNNELS. ON 4 HEAVY DRIVE WHEELS , POWERED THROUGH SHAFTS AND 
.. JOINTS MADE BY B-W‘S MECHANICS UNIVERSAL 
~~ JOINT DIVISION, IT LUGS 8 TONS AT ONCE.... 
UNLOADS ITSELF IN 
60 SECONDS. 





3 CHAINS MOON / 
A ou __ LONG ENOUGH TO WIND ROUND 
AND ROUND THE MOON'S COLD EQUATOR 
WOULD BE THE MOTORCAR TIMING CHAINS 
BLILT SO FAR BY B-W'S MORSE CHAIN 
. Bl ee 

EACH eae ae ee patie ONLY PART OF AN AUTO ENGINE'S HORSEPOWER REACHES THE WHEELS. MUCH GOES 
iE DIAMETER OF A HUMAN HAIG To TO OVERCOME FRICTION...MORE THAN 20 HORSEPOWER AT 50 MPH. THE B-W 
MMGRE PERFECT TWUNG AMO GuIET AUTOMATIC OVERDRIVE CUTS THAT LOSS IN HALF. THIS TRANSMISSION UNIT, NOW 
EATON | USED ON SO MANY OF THE NEWEST CARS, IS MADE BY B-W’S WARNER GEAR. IT 

: REDUCES ENGINE REVOLUTIONS 30% AT SPEEDS ABOVE 26 MPH... SPARES 

THE "HORSES®.. HOARDS GAS. 











THESE UNITSFORMBORG—W ARNER, Executive Offices, 310 S.Michigan Ave., Chicago: BORG & BECK - BORG-WARNER INTERNATIONAL: BORG WARNER 
SERVICE PARTS - CALUMET STEEL - DETROIT GEAR - DETROIT VAPOR STOVE « FRANKLIN STEEL - INGERSOLL STEEL - INGERSOLL UTILITY UNIT - LONG MANUFACTURING « LONG MANU- 
FACTURING CO., LTD. - MARBON » MARVEL-SCHEBLER CARBURETER - MECHANICS UNIVERSAL JOINT » MORSE CHAIN « MORSE CHAIN, LTD. « NORGE « NORGE-HEAT - NORGE MA- 
CHINE PRODUCTS - PESCO PRODUCTS - ROCKFORD CLUTCH + SPRING DIVISION + SUPERIOR SHEET STEEL - WARNER AUTOMOTIVE PARTS » WARNER GEAR - WARNER GEAR CO,, LTD, 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.”’ 

GEORGE WASHINGTON 


U, S.News f 


(These two pages present each week the opinion of The Editor. The » 
other members of the staff, who report, interpret, and forecast ngj, 





INTELLIGENT CONSERVATISM— 
Ww THE ONLY LIBERALISM 


By DAVID LAWRENCE 


“The people of America won a tremendous 
victory—the little people: workers, farmers, the 
small business man. Organized labor, the articu- 
late voice of the workers, won a great victory.” 
Thus spoke the Secretary of Labor, Maurice J. 

Tobin, before the American Federation of Labor 
convention held recently in Cincinnati. 

Is it really correct to say that the “little people: 
workers, farmers, small business men” all voted the 
Democratic ticket in the last election? 

Is it right to imply that the 21,865,135 who voted 
the Republican ticket are all “big people’”—that they 
are not predominantly workers, or farmers or small 
business men? 

Is it accurate even to say that organized labor voted 
all in one party? Have there not been indications from 
certain labor leaders themselves concerning the sub- 
stantial number in the labor movement who always 
vote the Republican ticket? 

Let us look at the facts about the number of large 
and small businesses in America. The government 
itself, because it has to collect social security taxes, 
knows exactly how many businesses of all kinds there 
are in the United States. There are, according to the 
latest available data, 3,457,000 business establish- 
ments in America—large and small. 

Out of these business establishments there are only 
40,000 which employ 100 or more persons. Even if we 
assume that an average of ten executives run each of 
the larger businesses, we would not have more than 
400,000 executives in all. 

But it will be noted that Secretary Tobin said the 
“small business man” voted the Democratic ticket. If 
the men who manage large businesses number about 
400,000 in all, who were the other 21,465,135 Re- 
publicans? 


Same rank and file in both: The fiction that the 
Republican party consists of big business men and 
that the Democratic party is the party of “the people” 
is one that the propagandists have been trying for 
some time to implant in America. 

Basically there is no difference between the rank 





and file of Republicans and the rank and file of 
Democrats in this country. 
Nor is there any difference between the morals or 
scruples of “big business” and those of “big labor.” 
It is just as wrong for big labor to attempt to con- 
trol a political party as it is for big business to try to 
control a political party. 


Individual security is the goal: Ideological differ- 
ences can be honest. They can also be the cloak that 
hides greed, selfishness and the desire to push other 
people around. 

There is an intelligent conservatism in America 
which cannot be classified as “rightist” and a true 
liberalism that cannot be characterized as “leftist.” 

Neither category is to be confused with the advo- 
cates of a so-called “middle of the road” position. The 
truth is that just as there can be no compromise be- 
tween right and wrong, there is no middle position 
between security and insecurity. As between a sound 
and an unsound policy in the field of economic rea- 
soning, there should be no wavering. 


The individual security of the citizen calls fora | 


positive approach by government. 

Individual initiative has built the United States 
into a prosperous and productive nation. The system 
of risk capital has given us the most powerful military 
potential in the world. It is a system of profit and 
loss which, despite the casualties in business from 
year to year, has brought us a remarkably equipped 
plant and tremendous production. 

The standard of living in the United States is the 
best in the world. It has come not through a system 
of fascism or communism or state capitalism, but 
through a system of risk capitalism in which pri- 
vate initiative and free competition has been en- 
couraged. 

Political policy can be meretricious. There are men 
in public life who think only of their personal ambi- 
tion and there are men in business and in labor who 
would exploit the rank and file of the voters through 
propaganda of distortion. 

While the election was close and could have gone 
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“‘l wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 


VOLTAIRE 










Economic security of the inc''vidual should be the aim of both political parties— 


Party label no indication of the economic status of nation’s voters— Ww 
Both Republicans and Democrats from the same walks of life. 


the other way with a total shift of less than 40,000 
votes in three key states, it is characteristic of both 
patties in America to accept the result with good 
sportsmanship. 

This is a country, however, governed by public 
opinion, and it is important that the truth about our 
economic affairs be exposed in order that public 
policies may be adopted that do not brush aside the 
wishes of any such number as nearly 22,000,000 voters. 

The mood of the American people today is distinct- 
ly pro-liberal. This does not mean that the people 
are in favor of spending public funds to the point of 
insolvency. Nor does it justify the granting of special 
privilege to particular groups. Nor does it mean that 
the people have lost faith in the American business 
system or that they believe anybody who is success- 
ful in business is necessarily a rightist or a conserva- 
tive. 

The American people are essentially fair. They 
want a program that is economically sound. They 
believe the leadership for such a program can be 
found inside as well as outside government. 

Intelligent conservatism today demands that the 
economic security of the individual be the cardinal 
point in public policy. 

There are “little people” in large numbers in both 
political parties. What is good for Republicans is good 
also for Democrats, and vice versa. With an electorate 
of nearly 50,000,000 persons, there are no rules of 
thumb whereby the Republicans can be lined up on 
one side and the Democrats on the other with respect 
either to social legislation or proposals that affect 
economic security. 


The federal function: Many Republican leaders 
have clung steadfastly to the notion that it is not the 
business of the federal government to intervene in the 
economic affairs of the people. They are sadly mis- 
taken about this, and they are losing consecutive 
elections because they refuse to recognize that simple 
principle of politics. 

This is not a mere question of expediency. The so- 
called “little man” has every right to economic se- 


curity, just as the so-called “big man” wishes to pro- 
tect his own interests when he asks for legislation 
beneficial to the operations of his business. 

There is no need, on the other hand, for the govern- 
ment to support the citizen. To accept such a course 
would mean the ruin of the Republic. The government 
must always encourage self-reliance and self-help. 
But, at the same time, there are some things which 
cannot be done by individuals alone. Public interest 
has always demanded that certain areas of regulation 
and aid are the true concern of government. 


A fair deal for all: The line between governmental 
and non-governmental activities cannot be sharply 
drawn. As population increases and the economic 
problems of our day grow more and more complex, 
the duties of government are bound to increase. This 
is all the more reason why our politics should be ap- 
proached by both parties with the same unswerving 
interest in individual security. 

Intelligent conservatism can influence the future of 
both parties. It can become the public policy of the 
nation as a whole. It can achieve an overwhelming 
majority. But intelligent conservatism must be 
based upon the idea of conserving life and energies 
of the people so that they will not be wasted or 
exploited. 

Intelligent conservatism requires an exposure of the 
true facts about our financial and economic resources. 

It means prudence and a sense of responsibility in 
handling public funds. It means also that the eco- 
nomic system as a whole must be permitted to op- 
erate so that as far as possible all may share equi- 
tably in its benefits or all may bear equitably its 
reverses. 

When the American people get the truth and under- 
stand fully the advantages of a system of free enter- 
prise, when business men who believe in monopolies 
and cartels see the light, when labor leaders who 
believe in “closed shops” and other forms of monop- 
oly including denial of the civil right to work, are con- 
verted to an intelligent conservatism—then America 
will have at last an era of true liberalism. 















































































WHAT EFFECT WILL ARMAMENT SPENDING 


HAVE ON THE BUSINESS OUTLOOK? 
AN ANSWER BY EDWIN G. NOURSE 


Chairman, Council of Economic Advisers to the President 





i J 


EDITOR’S NOTE: The article that follows was 
originally an “off the record” talk made by Edwin 
G. Nourse to a group of business and civic leaders 
at the Pentagon Building. This group—known as 
a Joint Orientation Conference—had been called 
to Washington by the Secretary of Defense to get 
the background of the whole defense problem. 





Mr. Nourse warned that if the U. S. armed forces 
spend money at a rate much above the present, 
the result will be to force a return of direct controls 
over business—price controls, rationing, alloca- 
tions, controls over labor supply. 

Publication of Mr. Nourse’s statement now has 
been officially authorized by the Government. 








The members of this group have been given an ex- 
traordinary opportunity to prepare themselves as 
leaders of citizen thinking in this country. Secretary 
Forrestal has arranged to bring you a very broad and 
authoritative view of the complicated situation which 
may determine the fate of your country and mine for 
many years to come. I have myself attended as many 
of these presentations as possible in order to gain 
down-to-the-minute and intimate information on 
these important matters. Now I hope that what I have 
to say will add to the completeness of your view. A 
full perspective on our probem of national and inter- 
national security requires that it be seen from the 
point of view of its impact upon the civilian economy. 

To recapitulate very briefly, this orientation pro- 
gram began at the diplomatic level with the State De- 
partment’s statement of the nature and imminence of 
the threat to our security. Mr. Kennan’s analysis 
[George F. Kennan, director of the Policy Planning 
Staff, Department of State] of the Russian situation 
made it clear why, as matters have developed since 
V-E Day, diplomacy needs to be backed up by impres- 
sive military power and that, even with diplomacy 
thus buttressed, we have to face the possibility of a 
need for military action on short notice. 

Against this background, numerous spokesmen of 
the Defense Establishment have explained the organ- 
ization and functioning of the unified defense estab- 
lishment in safeguarding the country against the stat- 
ed danger—or even against any larger threat that 
might conceivably arise. 

From the Munitions Board there came an out- 
line of the organization for planning the program of 
military procurement and logistics needed to carry out 
such air, naval and land action as might be found 
necessary. The National Security Resources Board 
elaborated that story into a rather full account of how 
the nation’s productive resources would have to be 
organized and directed to provide a continuous flow 


of men and materials to sustain successfully such an 
effort of industrialized warfare. 

This afternoon, Mr. Webb [James E. Webb, Direc. 
tor of the Budget] brings us down to brass tacks by 
interpreting the whole matter in terms of the national 
budget or the dollar cost in 1949 and 1950 and there- 
after of maintaining the indicated scale of military 
preparedness—short of war. 

It now becomes my responsibility to carry the 
analysis through the logical next step and direct your 
thinking to the question: What effects does military 
preparedness in these physical and dollar terms have 
on the economy? In other words, how would one or 
another level of expenditure change the production and 
income system which constitutes the foundation upon 
which both the military and the social or cultural life 
of our people is erected? 

Until recently at least, the economist who strayed 
into a preparedness conference of the Military Defense 
Establishment was likely to find himself about as pop- 
ular as the well-known skunk at the bishop’s garden 
party. Quite properly, members of the military pro- 
fession are technicians in the science of defense. Their 
major premise is that the economy and the social 
structure, hardly less than the political state, are lost 
if the system of military security should fail. Like the 
engineer, they feel the need to include a substantial 
margin for safety in their calculations but, unlike the 
engineer, they have no means of knowing in advance 
the loads or strains that will have to be dealt with. 
Hence the plan they offer must be one that provides 
every technically available safeguard against any and 
all foreseeable threats. In a word, they think of the 
total resources of the country as potentially available 
for implementing the security effort. 

' The economist’s thinking is definitely cast in a dif- 
ferent mold. His basic problem is: How can scarce fe- 
sources be most efficiently administered toward the 
attaining of specified objectives? These objectives are 
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‘Controls over jobs, prices, materials will be needed if military effort 


‘ses much—Higher taxes indicated, possibly forced saving—Economic 


disaster not coming—Return to free markets later more difficult. 


steps toward attaining higher standards of consump- 
tin and a freer and richer cultural life for the whole 
population. Ideally his field of work would concern the 
eficient administration of economic resources in peace- 
time, with security assumed or, at least, with military 
insecurity adequately guarded against by a relatively 
minor allocation of men and materials. 

There is, however, a common ground on which the 
military man and the businessman or economist can 
and must meet. This common ground is likewise the 
feld of decision on which the President, the Congress 
and the thoughtful citizen must take their stand dur- 
ing the next few months and over the ensuing years. 
The common problem in whose solution both points of 
view and both types of professional competence are 
required is that of the needed balance between the 
military striking force and the civilian reservoir of 
men, morale and machinery upon which the actual 
fighting force must depend in this day of industrialized 
war. The old adage that “‘an army travels on its belly” 
has to be enlarged to the form, “travels on the eco- 
nomic machine that maintains the physical and psy- 
chological well-being of the soldier and keeps him sup- 
plied with efficient weapons.” In providing the means 
of modern war the whole structure of economic society 
is involved. 


Military Demand vs. Economic Supply 


I appreciate the opportunity afforded me by Secre- 
tary Forrestal to consider with you how the economic 
factors may be brought into proper working relation- 
ship with the military factors in the security equation. 
In the well-worn phrase of economics, it is the ques- 
tion of economic supply and military demand. This 
issue can be considered at two levels, first as it was 
posed by the President’s message to the Congress on 


March 17, 1948, and, second, as it will confront the ° 


country when the 81st Congress convenes. It is to the 
latter that I will primarily address my remarks. 

What the President said last March was that “the 
critical situation in Europe” required that we not 
merely arrest the process of disarmament but 
promptly enlarge defense preparations. A few days 
later, this general recommendation was given definite 
dimension by a proposal that the military budget be 
enlarged by about 3 billion dollars. 

The economic implications of that development in 
national affairs were briefly but quite definitely ap- 
praised by the Council of Economic Advisers in the 
closing paragraphs of their quarterly memorandum to 
the President on April 9. We there said: 





—Black Star 


EDWIN G. NOURSE 


“At this early stage of the defense plan, two 
points should be clearly recognized and made 
plain to the public: 

“1, We are in a peace economy, not a war 
economy. The maintenance of an armed force is 
as much a part of the peacetime system as is the 
maintenance of a police force by states, counties 
and cities, or the employment of railroad detec- 
tives and factory guards. The last two years have 
given us a fuller measure of the productivity of 
our resources when aggressively used. We were 
not staggering under the load of 11 billion dollars 
for our protective forces, and the rise in this item 
to 14 or 15 billion dollars will not swamp our 
economy nor require us to pass from free enter- 
prise to regimentation. Some rather systematic 
and vigorous discipline, however, must be exer- 
cised to redirect our economic effort so as to meet 
the new goal in an orderly and economical 
manner. 

(Continued on page 42) 
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“2. Every citizen must recognize that further 
diversions of productive effort to military uses in- 
evitably involve some sacrifice of civilian types 
of consumption. It is our particular application of 
the old alternative of ‘guns or butter.’ 


Postponed Hopes for Better Living 


“Our people had—and we believe quite prop- 
erly—looked forward to a postwar period in which 
larger numbers of people would achieve higher 
standards of living than had ever been realized 
before. These hopes are not nullified by the de- 
fense program. But they must in some measure 
be postponed or for the present revised downward. 
During this period if any group insists that its 
income shall be advanced in proportion to every 
advance in prices or that it shall be in a position 
to pay up to whatever level is needed to bid its 
accustomed amount of goods away from other 
users, it is in effect demanding that it be exempted 
from sharing in the common burden of protecting 
our country. These economic facts of life should 
be proclaimed along with every step in working 
out the practical details of the defense program.” 
Personally, I still believe that that statement cor- 

rectly defined the major economic implications of the 
limited defense program to which the President has 
thus far held the line. In amplification of that state- 
ment, however, I should like to review quite briefly 
the situation of the economy at the time when mount- 
ing international tension caused this preparedness pro- 
gram to be launched. This involves considering not 
merely the situation of the economy at a certain point 
in time but also something of where we had been com- 
ing from and where we thought we were going. What 
had our people been demanding or expecting of the 
postwar economy? 

The war period had been preceded by a severe de- 
pression in which the use of the nation’s productive 
reccurces dropped to less than half the’r capacity. 
Millions of men and women able, willing and seeking 
to work had not been provided with work opportu- 
nities, and the national standard of living suffered. 
From tlis depression we had made so disappointing 
a recovery that concern began to be felt lest we grand- 
children of the pioneers might allow ourselves to 
accept a condition of chronic economic stagnation. 


Nation's ‘Healthy Sweat’ in War 


War changed all that and ushered in a period of 
intense and brilliant national effort. The beginnings 
of this effort moved much more easily and swiftly by 
reason of the fact that our resources were not already 
being fully utilized. There were large numbers of 
unemployed persons and underutilized facilities. The 
defense effort therefore got under way with a mini- 
mum of disturbance to the civilian economy. In the 
end, however, attainment of military success required 
the subordination of ordinary consumer interests to 


the requirements of military production, though y, q 


were never compelled really to learn the meaning yj 
the word “austerity.” While individual deprivatig), 
and family losses were grievous, it could be said , 
the nation as a whole that we lost some blood, she; 
a few tears, and got up a healthy sweat. 

“When President Truman presented his defense mg, 
sage to the Congress last March, we had had two yeep 
and a half of vigorous postwar reconversion. Durin 
this period we were still feeling the tremendous eq. 
nomic momentum of the war influence, with its creatio, 
of superabundant monetary purchasing power and jt 
accumulation of enormous unsatisfied wants, pub; 
and private, from highways, dams, generating plant 
factory equipment and operating inventories to house 
passenger cars, electric toasters and bed linen. Wha 
we were witnessing in the market was an inability 9 
end products to satisfy simultaneous demands of th; 
market for capital goods, current consumption goog 
and exports on the level that unprecedented savings 
high current earnings and foreign demand made po. 
sible. Hence we were being swept along in a strong); 
inflationary current, inadequately stemmed either }y 
Government policies or by private self-restraint. _ 

At this point, I may perhaps be permitted a modes 
reference to the Employment Act of 1946 and the dua 
implementation which it provided through the Counc! 
of Economic Advisers and the Joint Committee in th 
Congress. The declaration of national policy mak 
in this act was for such wise use of free competitiv 
enterprise and such prudent discharge of public fune- 
tions by Government as would prevent a return to thi 
baffled waste of productive resources of the 30s and 
on the other hand, transmute the momentum of the 
war and reconversion period into a long-sustained 
period of high-level peacetime production and the 
broadly rising standards of living that would go with 
vigorous and efficient use of our rich resources. 

This was a large order, but I for one have never felt 
that it is beyond the powers of a people possessed of 
as much ingenuity as ours, with such highly developed } 
institutions of public information and discussion, and 
with the degree of economic literacy that we have 


attained. Perhaps the most important requisite for 


success would be that we also be animated by good 
will and a spirit of practical co-operation. Individuals 
and groups must accept the necessities of practical 
working adjustments between themselves and othe 
parts of a complex productive mechanism. Otherwise, 
they slow down the machine in the stubborn effort to 
gain immediate personal or group advantage. 

If the nations of the world had been willing to dis- 
arm and devote themselves to restoring and subse: 
quently expanding domestic production and enlarging 
the flow of mutually profitable trade, the years 194/ 
and 1948 would have at least gone far toward complet: 
ing the process of physical reconversion and catching 
up with activities and rates of growth interrupted by 
the war and the preceding depression. As was stated 
in several successive Economic Reports of the Pres: 
dent to the Congress, the practical problem woul 
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shave been to adjust the several relationships of prices, 
wages, savings, taxes and investments one to another 
‘9 that the great flood of products resulting from high 
employment with efficient equipment and direction 


' would move promptly into use. 


This would have to be worked out through the com- 
getition of the market, the policy decisions of execu- 
tives, the rulings of regulatory bodies, and the process 
of collective wage bargaining, together with the finan- 
cial operation of bankers and the Federal Reserve and 
the economic program of the Government. All to- 
gether these economic adjustment processes would 
have to work out a new and internally consistent set 
of money relationships which would realistically re- 
fect major changes in industrial techniques and plant 
capacities, in tastes and habits of consumption, and in 
Government commitments, all this in the face of 
tenacious patterns of economic behavior. To quote 
from two sentences in the Economic Report of July, 
1947: “At present we are in the process of seeking to 
fnd a workable pattern of income and price relation- 
ships on a new price level but with continuing high 
production and employment. It is generally conce ded 
that this new price level will be higher than prewar.” 
Probably this should have read “substantially higher.” 


Difficulties of Peace 


If prospects for peace had improved, or even not 
grown worse, throughout 1947 and 1948, our ability to 
adjust our economy to the requirements of sus‘a‘ned 
peacetime prosperity would progressively have been 
put-to the test in one industry after another as each 
passed from a condition of scarcity to one of abun- 
dance, from a sellers’ market to a buyers’ market—or 
true competitive enterprise. If the practitioners of 
communism had not thrust us back into the danger 


' of war, we would soon have been thrust forward into 


the difficulties of peace. 

These difficulties are of various sorts. There is the 
danger that, taking fright from weakening markets, 
business would sharply curtail its investment plans 
and bankers unduly tighten credit. There is the 
danger that business managements would attempt to 
hold up prices and profits at the cost of restricted pro- 
duction. There is the danger that labor would make 


excessive wage demands, contributing to unemploy-’ 


ment and loss of production. There is the danger that 
consumers, hoping for lower prices, would limit thcir 
purchases unduly or, on the other hand, that they 
might spend so lavishly that savings would not pro- 
vide adequately for capital needs. And there is danger 
that Government, faced with some or all of these 
threats to continued prosperity, would not use its 
powers with sufficient vigor to offset or correct the 
elements of instability by which our type of free 
economic system is beset. 

The level of defense expenditures for which the Pres- 
ident and the Congress made provision last spring 
tended to avoid or defer these dangers. They are still 
further limited by the very widespread expectation in 


en 


business circles that that level will be raised. If the 
scale of military expenditure does in fact increase 
substantially, they may be postponed indefinitely, and 
the country confronted by quite another kind of 
problem. 

This brings me to the second part of the question of 
economic supply and military demand which I raised 
earlier in my remarks, that of prospective enlargement 
of military expenditures. How will this question look 
to the President and to the 81st Congress in discharg- 
ing their responsibility for providing an adequate de- 
fense program? Both the Congress and the public will 
need to understand the economic implications of a 
defense budget 2 or 5 or possibly even 10 billion dol- 
lars above the level presently provided. 

Superficially it may seem plausible to say that a 2 
or 5 billion dollar item cannot seriously disturb an 
economy in which total production amounts to 250 
billion dollars annually. But it is equally important to 
remember that to the economist, no less than to the 
physicist, the chemist and the physician, there are 
“critical points” where relatively small changes of 
actual magnitude have decisive influence. Hence we 
must look not merely at aggregate sums but at stra- 
tegic spots in the delicate process of economic life 
which would be affected by the monetary disburse- 
ments and the monetary withdrawals. 

You are well aware that the country’s productive 
resources are now being used at peak levels. You 
realize too that already a substantial portion of our 
productive resources are being used for military and 
foreign-aid purposes—approaching 10 per cent of na- 
tional product. These users do not give rise to the pro- 
duction of domestic consumer goods or capital goods. 
Inflationary forces, though checked at various points, 
have by no means disappeared. 

Even if the defense program were limited to 15 bil- 
lion dollars, the expenditure of that amount would 
exceed by ai least 3 billions the present annual rate of 
cash outlays for national defense. If to this are added 
further increases, to a level of 18 or 20 billions, there 
are bound to be important repercussions on the opera- 
tion of the economy. 


Inflation’s Dangers 


The specific effects on our business world that can 
reasonably be foreseen in 1949 and 1950-plus can con- 
veniently be discussed under four heads: inflation, 
labor diversion, materials shortage and controls. 
Within the short time available, I must state my con- 
clusions on these points quite dogmatically without 
much supporting data or analysis. 

Inflation. There appears to have been increasing 
agreement during the last few months among profes- 
sional economists and experienced business leaders 
that, in the absence of the foreign aid and enlarged 
defense programs, deflationary influences would by 
this time have become clearly evident. As current ex- 
penditures have developed under these programs, and 


(Continued on page 44) 
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as expectations for the future have become more clear, 
inflationary forces have tended to outrun deflationary 
developments, and the trend of both wholesale and 
consumer prices is still rather steadily upward. If 
against this background we project a substantially 
larger scale of military expenditures for rearming our- 
selves and perhaps Western Europe and some other 
countries, it is clear that new forces of inflation would 
be unleashed. They would operate through monetary 
mechanisms, technological situations, market proc- 
esses and psychologic reactions. To some extent, the 
inflationary impact would be moderate or strong ac- 
cording to the amount of outlay. But to some extent 
also, they might prove erratic or disproportionate to 
the financial sums actually involved. We must face the 
possibility that if the trend toward inflation became 
generally discernible at the present juncture, it might 
develop a strongly marked cumulative or spiraling 
force unless strong anti-inflationary policies were 
promptly declared by the Government. There would 
also be needed a strong will on the part of influential 
business leaders and economic groups to resist infla- 
tionary temptations. 

A major physical problem of the increased defense 
program is to get production resources transferred 
from civilian to military uses. The related economic 
problem lies in devising financial methods by which 
this transfer can be effected and still avoid the po- 
tential inflation. 








To some extent higher prices and higher wag, 


would increase the Government’s tax revenues, hy je 
F mone 


they would also raise military procurement cos, 
probably necessitate further advance in military py 
and allowances and a compensating reclassification , 
the Civil Service. It seems doubtful that, as a practic 
matter, offsetting economies in Government expeng. 
tures could be worked out in the face of the demay; 
for additional civilian services ancillary to the war ¢. 
fort. We must remember that public works, at legy 
in such areas as transportation and electric pow, 
would have to be materially enlarged. 

At present tax levels, Government revenues wou 
be insufficient to finance any large increased cog 
Resort to deficit financing through bank borrowin 
would at once enlarge the stream of money deman 
and start an upward movement of prices. Risix 
prices would not only push up the cost of living, giving 
rise to demands for higher wages. It would also creat; 
a speculative interest in markets which would be wel 
designed to force prices upwards. 

An inflationary spiral initiated and re-enforced jy 
this manner is by no means unavoidable. To prevent 
it, however, the program must be financed by drawing 
the cost out of the pockets of the people. It must, jp 
other words, be financed out of higher taxes and large 
savings, voluntary or involuntary. And, even 50, it 
may call for other types of control to meet the physica! 
problems to be noted. 


-Ford 


“In general, military demands could not be met by the stimulated use of reserve resources but would have 
to be at the expense of withdrawals from other claimants whose wants have not yet been satisfied.” 


———w 
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Shortages of men and materials. Passing from the 
‘monetary to the physical implications of an enlarging 
military program, we need to distinguish between 
over-all demands and particular points of impact. The 
military efforts that we are talking about are esti- 
mated to divert somewhere from 1 million to 2 or 2% 
million workers from the civilian labor force. Out of a 
total of some 6214 million workers, this is not a 
crippling drain. We anticipate a rather abnormally 
large increase in the labor force of a million or even a 
million and a quarter next year as against an annual 
gain of some 700,000 in recent years. The point, how- 
‘ever, is that the withdrawals for military service would 
be persons of more than average physical and mental 
capacity. Even with the most skillful procedure in 
granting exemptions, they would withdraw ap- 
preciable numbers from areas where scarcities (par- 
ticularly of skilled workers) already exist. At the same 
time, the character of the equipment and materials re- 
quired in the military effort would increase the pres- 
sure of demand on areas of manufacturing and mining, 
where even now there is real shortage of skilled 
personnel. 

Much the same can be said as to the demand which 





S and larger 
EVEN 50, it 
the physical 


an expanded military effort will make upon our supply 
of materials and equipment for producing finished 
goods. Unlike the expansion of our military program 
at the beginning of World War II, we must now start 
our effort from a level of very high utilization of our 
productive resources. Today there are bottlenecks in 
steel and nonferrous metals, in coking coal and pe- 
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'troleum, ore-carrying boats and pipe-line capacity, 


: and at numerous other minor spots. The progress of 
/ military stockpiling of strategic and essential ma- 
> terials is being slowed down by such shortages. While 


there is some present easing in various food, clothing 
and nondurable-goods industries, the chief impact of a 


F rearmament program would be at the very points 
) where we are still far from being caught up. In gen- 
» eral, military demands could not be met by the stimu- 
» lated use of reserve resources but would have to be at 
' the expense of withdrawals from other claimants 
| whose wants have not yet been satisfied. 


Where Shortages Would Pinch 


military demand for skilled labor, materials and facili- 
ties would be the first focal points for the inflation 
referred to earlier. Even if general measures were 
taken to stem the inflation, there is no assurance that 
the physical transfer or resources from civilian to mili- 
tary production could be made with sufficient prompt- 
néss and completeness to meet the need without the 
introduction of more direct methods of controlling 


) the flow of resources. And if this promptness and 
' completeness were not achieved, we would have 


breakdowns in the physical process by which ade- 
quate military production could be maintained. Since 
our money and banking system is now so elastic as to 
permit such market forces to be readily reflected in the 


‘ee 


These points of present shortage and of special 





price level, we can expect the specific impacts of an 
enlarged military budget to produce an acceierated 
inflation unless strong offsetting measures are taken. 
If the sources of monetary inflation were not severely 
curbed, direct controls would be needed so much the 
more to prevent the progressive and senseless bidding 
up of prices and to assure the scheduled level of 
military production. 


Pressures Against Free Market 


Controls. A program of military expenditures at 
any level much above the present would, in my judg- 
ment, force us out of the free-market procedures of a 
peacetime economy and drive us to the acceptance of 
a number of direct controls. Otherwise, the strength 
of the inflationary pressures, the confusion and delay 
in the defense effort, and the friction and hardship in 
the civilian economy would create demoralizing con- 
ditions both in market processes and in the public 
mind. 

The central and certain first feature of a system of 
controls to facilitate military production would be the 
allocation of key materials, reinforced by limita‘ion 
and conservation orders and inventory controls. Even 
at the present time, some need for allocation controls 
is recognized. So far, only voluntary methods are 
available, and even in the limited field where they have 
been tried, they have not been conspicuously success- 
ful. It is easy to see that a mounting program of 
defense would soon call for more authoritative meth- 
ods of broader scope. 

Second, there would undoubtedly be early need of 
considerable placement control for scarce types of 
skilled labor and a more extensive employment service. 
Finally, to prevent the spiraling of living costs, wages 
and production costs, price control of a quite extensive 
scope might well be necessary, unless severe fiscal 
measures were invoked to curtail civilian demand. 

Over against this view as to the need of controls in 
an increasingly inflationary situation, it is clear that 
businessmen, workers and farmers have a basic aver- 
sion to limitations on a free-enterprise system in the 
areas where they are respectively affected. Mr. Gruen- 
ther [Maj. Gen. Alfred M. Gruenther] yesterday 
indicated to you that at M Day, the full panoply of 
wartime controls far beyond those of World War II 
would have to be invoked. How far lesser or partial 
controls would be accepted in the twilight zone be- 
tween the present state of preparedness and actual 
mobilization is anybody’s guess, but certainly an issue 
which will be fought out in the next few months and 
must be considered in parallel with discussion of and 
decision on scale of military expenditures in the imme- 
diately coming months. It is not clear that a conirol 
program could be introduced piecemeal, but it is 
possible that even business leaders who would have 
to bear the brunt of responsibility for delivering the 
goods specified in a military-expenditures program 
only a few billion dollars above the present level 
(Continued on page 46) 
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would find at least materials controls necessary to 
keep their operational program from bogging down. 

The issues of economic control cannot be di- 
vorced from other policies of the Government. A 
very severe fiscal policy of taxation, and possibly 
forced saving, would minimize the need for price 
control. It would also to a degree lessen the prob- 
lem of allocation by driving civilian demand out of 
the market. The extent of the need for direct con- 
trols is therefore in part directly related to the ex- 
tent to which the Government permits inflationary 
pressures to develop. 

So much for my suggested answers to the ques- 
tion of the specific effects that a continued and ris- 
ing scale of military expenditures would have on 
our economic life in the near term. It is clear that 
this would not mean the onset of economic disaster. 
For the next few years it would guarantee maxi- 
mum employment in some sort of activity and 
maximum production of some sort of goods and 
services. But it certainly would not provide the 
maximum standard of living that our men, money 
and management are capable of producing. It 
would indefinitely. postpone the time when we can 
organize our economic life for the production of 
maximum real purchasing power for our people— 
and that was the purpose for which the Employ- 
ment Act of 1946 was designed and which we had 
thought we could really get down to business on in 
these postwar years. 

This clear economic implication of rising military 
expenditures raises a much more fundamental ques- 
tion. Would such a development simply defer the 
attainment of peacetime economic objectives, or 
will it make them more difficult of attainment over 
an indefinitely long future period? There are several 
respects in which the latter appears definitely to be 
the case. I shall touch briefly on only four. 

This diversion of national resources to war goods 
rather than peace goods would bring a new threat 
to the educational interests of this country. Few 
people appear to realize how great was the accumu- 
lation of deferred maintenance in our total school 
system during the war and the further deterioration 
both plant and personnel have suffered during the 
postwar inflation. Much the same can be said as to 
streets and highways and other types of public fa- 
cilities. This type of problem is further aggravated 
by the fact that the accelerated rate of family 
formation in the war and early postwar years has 
brought more than normally increased demand on 
community facilities and is just beginning to bring 
larger numbers of infants to the schoolhouse door. 

A second type of persistent harm to the economy 
is that a military effort results in building expensive 
kinds of equipment—and to some extent plant— 
highly specialized to the uses of war engineering 
which have no use in civilian production or which 
are in excess of peacetime needs. This sort of eco- 
nomic distortion is aggravated to the extent that the 
military effort results in accelerated drain on natural 





resources which are already scarce and for which no 
equally good or equally cheap substitutes are 
available. 

The third danger of economic scar after the 
period of actual military effort could be the further 
distortion of price and income relationships that 
would result from a further and perhaps more ex- 
treme phase of inflation. The impacts of this proc- 
ess are very unevenly distributed. The strong, the 
favorably situated and the ruthless or unscrupulous 
can often protect themselves against adverse effects 
or even reap positive benefits from extreme price 
and income disturbances. The weak or unfortunate 
not merely suffer deprivation but even create mal- 
adjustments which make the problem of ultimate 
stabilization still more difficult. 


‘Habit-Forming’ Controls 


Finally, the return to controls and their continu- 
ance for some years would present a two-pronged 
danger. As a free people, we are always fearful that 
economic controls may prove habit forming and 
develop a spirit of acceptance of authority over 
larger and larger areas of life and weaken the reli- 
ance of the people on free bargaining. If that 
danger is avoided, there is the opposite danger that 
in avoiding it, we develop evasion or defiance of 
constituted authority, black markets and a lower- 
ing of the moral fiber of our people. In any event, 
by giving legal sanction to certain structures, pro- 
cedures and property rights for a period of years, 
controls build up greater or less vested interests on 
the part of beneficiaries of these arrangements to 
have them perpetuated, and vested claims of those 
who have been hurt by them to secure some off- 
setting benefit. Either way it complicates the return 
to smooth operation of the economy. 

What I have been saying involves no judgment 
as to what is the scale of military expenditures the 
country could wisely and safely undertake at this 
time. It is simply an attempt to look frankly at the 
actual costs, present and future, of a military effort. 
of stated magnitude. 

If any moral is to be drawn from the objective 
analysis of this problem, it would go to these points. 
(1) that those who are entrusted with our foreign 
relations must be wise as serpents and harmless as 
doves so that the need for military effort shall be 
held or reduced to the lowest possible point; (2) 
that those who are entrusted with the military effort 
display the prescience and the abnegation that will 
direct every dollar to the point of greatest effec- 
tiveness, and forego every outlay based on tradi- 
tional practice, corps prides or dispensable cere- 
mony; (3) that the Government stand ready to 
introduce those measures of finance and control 
which will minimize the disturbing effects upon the 
economy; and (4) that the people at large face the 
necessities of the situation, make the sacrifices, and 
accept the disciplines which are entailed. 
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(This article represents the result of an 





extensive research on a problem of out- 


standing importance in National Affairs.) 


SEARCH FOR MORE ELECTRICITY 


Reported from PORTLAND, OREG., NEW YORK and WASHINGTON 


Eiectric-power shortages, de- 
veloping now, can get serious. 
Power cuts for Northwest users 
are just a symptom. 

Industry needs more power. 
So do farms. So do householders. 
Present plants cannot meet grow- 
ing demand. 

Power capacity is rising. But 
electricity reserves will be below 
par until 1951, at least. 


There isn't to be electric power 
enough this winter, in some sections 
of the country, for all users. The 
Northwest already is feeling the first 
cuts of the winter, and elsewhere bad 
weather or equipment breakdowns 
may bring crippling shortages. 

In Georgia, for example, a flood is 
interfering with power production. Ordi- 
narily a situation like that is met with 
a loan from neighboring power systems. 
Those other systems do not have the 
extra current to lend, in the tight market 
that prevails today. As a result, the public 


is having to curtail its use of power 
moderately. 

The time when most of the U. S. will 
once again have a normal margin of 
electric power apparently is about three 
years away—barring war or business re- 
cession. By next summer, generating 
capacity in most areas will begin to rise 
faster than the rise in consumption for 
the first time since 1945. But it will be 
1951 before the national reserve is up 
to normal. The Northwest probably will 
feel its shortage until 1954. That was 
supposed to be a surplus area because 
of big New Deal hydroelectric develop- 
ments. 

Growth in use of electricity, amaz- 
ing even experts, explains why U.S. is 
bumping against the power ceiling. Peo- 
ple got used to the idea of cheap abun- 
dant power in the 1930s. Then there 
always was 35 to 89 per cent more 
available than was needed at times of 
peak demand. 

But, in 1948, reserves are down to 
about 4 per cent on the average, despite 
a 50 per cent growth over prewar ca- 
pacity. Some areas have no reserves at all. 
And power rates now are headed up- 
ward, reversing the long-time downward 
trend. 











Rising Demand for Power 
(Consumption at peak load) 


The story of rising demand is told by 
the chart on this page. 

In 1939, the peak load was about 
29,000,000 kilowatts. Private and public 
power capacity amounted to about 39,- 
000,000 kilowatts, leaving a 38 per cent 
reserve. Through the war, reserves stayed 
above 20 per cent. 

After the war, however, the lid blew 
off for new and old uses. Consumption 
reached 49,000,000 kilowatts in 1947. 
U.S. reserve fell to 5 per cent. The 
Northwest, California, the Southwest and 
certain other areas found postwar booms 
cut back or limited by the power supply. 

This year, peak consumption may hit 
an all-time high of 52,000,000 kilowatts, 
making the reserve margin lower than last 
year and bringing critical loads on nearly 
all systems. A cloudy day was enough to 
cause a temporary overload and to dis- 
rupt service in Chicago last autumn, for 
example. 

In future years, demands for power 
are to grow even faster. The Federal 
Power Commission estimates that by 
1960 use will be nearly double that of 
today—100,000,000 kilowatts. 

This points to a construction boom in 
both public and private power fields, 
lasting 10 years, maybe longer. Previous 
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Fox River | {itiy| Fine Papers 


VISION 


put MorE PAY 
In wHaT rou SAY 


fs ‘ Average cost of 
every letter you write— 75¢! For ten, 
$7.50. For twenty, $15, and so forth. 
No wonder letter writers are interested 
in putting more pay in what they say — 
writing Money-Making Mail. 
Everyday millions of words ride the 
mails, written on fine cotton-fiber letter- 
head paper watermarked “by Fox River.” 
As a service to paper-particular American 
business — whose daily business letter 
bill is over $5,000,000 — we've estab- 
lished a Better Letters Division. The 
name states its aim—4etter let- 
ters for you. 


Free Sooklets 


— the story of Money-Making Mail 
and How to Put SOCK in 
Your First Sentence 
are ready. Authored by 
Dr. Robert R. Aurner, 
eminent letter authority, 
res. Am. Business 
Writing Assn. 1940; 
for 18 years ranking pro- 
fessor of business ad- 
ministration University 
of Wisconsin. Write to- 
day. Please use your 
business letterhead. 
Fox River PAPER CORPORATION 
2217 Appleton St., Appleton, Wis. 
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Special Report 





estimates of additional zapacity needs 
have been too low. 

New developments, some com- 
pletely unforeseen before the war, ac- 
count for much of the unexpected growth 
in power needs, 

Atomic energy is one case in point. 
Largest atomic-energy installations are 
located in Washington, New Mexico and 
Tennessee, and power is short in all 
three places. Ultimately, atomic energy 
itself may be a source of power. But 
that cannot be counted on yet. 

Light-metals production, especially 
aluminum, is another type of new de- 
mand. U.S. plants could make 1,250,- 
000,000 pounds of aluminum a year, and 
this quantity is needed, but power is 
lacking. So output is held to about 850,- 
000,000 pounds a year. Should rearma- 
ment call for a big expansion in light 
metals any time soon, civilian use of pow- 
er will have to be cut. 

Industry uses of electricity are multi- 
plying, too. One forecast is that industry 


will want more than 250,000,000,000 . 


kilowatt hours in 1958, or 220 per cent 
of the amount used in 1947. Use of low- 
grade raw materials, for one thing, will 
raise industrial requirements. Refining 
low-grade iron ore will take 60 to 70 
kilowatt hours per ton, compared with 
an expenditure of 4% kilowatt hours per 
ton in processing iron ore now available. 

Farm electrification is soaking up 
surprising amounts of power already, 
and about one third of the farms still 
are to be electrified. The job is expected 
to be completed by 1951, with around 
450,000 miles of new lines going into 
use during the next three years. Only 30 
per cent of the farms had electric service 
in 1940. Progress has been slowed, some- 
times halted temporarily, in such places 
as some parts of North Dakota and South 
Dakota, where farm co-operatives report 
they have lines up but cannot get power 
because of generating-capacity shortages. 

One_ utility-company president says 
farmers will quadruple their use of elec- 
tricity in the next 20 years. 

Residential use may grow almost as 
fast. The number of domestic customers 
rose 6 per cent in 1947, and average 
household use rose 8 per cent. Consump- 
tion reached 1,438 kilowatts, on an aver- 
age, against 805 in 1937. Much greater 
use probably is ahead. To illustrate: A 
television set, oil burner and home freezer 
will add about 1,189 kilowatt-hours to the 
average home’s annual electrical load. 
Utility executives predict homes will use 
4.800 kilowatt-hours a year by 1967, more 
than three times present needs. 

Satisfying demand for new service 
threatens to become one of the biggest 
national problems. The November elec- 
tion was fought in part on the issue of 
more power for the West. Public-power 


—, 


backers, promising more and cheape, 
power, won out. Canada, where a powe 
shortage has hit down to the level of th 
local homeowner and even delayed th 
mails, is taken as a horrible example ¢ 
what the U. S. wants to avoid 
Expansion programs on the books 
now will add about 15,000,000 kilowat 
of new capacity to the U.S. utility gy. 
tems by the end of 1951. A $5,000,000. 
000 expansion by the private utilities 





NEW SUPPLY... 
In three years, a normal reserve? 


accounts for about two thirds of the total, 

The remainder is to be installed at 
municipal and Federal Government 
projects. The Bureau of Reclamation’ 
big Western developments, and the Corps 
of Engineers’ projects in Southwest and 
Southeast U.S., are the spectacular part 
of the Government program. 

Federally financed rural co-operatives 
have only 240,000 kilowatts of gener- 
ating capacity installed now. But this is 
a type of public-power project that may 
grow rapidly and spread all over U.S. in 
the future. Largest federated co-oper:- 
tive, with headquarters at La Crosse, 
Wis., has two steam plants, plans another 
and is building a hydroelectric plant. Co- 
operatives in other parts of the Midwest 
and South are bursting with plans to build 
plants when they can. The Truman A¢- 
ministration is pledged to help bring im 
new power wherever it is needed. 

Equipment scarcity and high costs 
however, are major hurdles in the pati 
of all expansion plans. Manufacturers 0! 
generating equipment are booked up t 
practically 100 per cent of their mant- 
facturing capacity for several years ahead 
This makes it difficult for late-comers t0 
get anywhere with their plans for starting 
new producing plants at present. 
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Deliveries of generating equipment are 


according to industry sources, is in con- 
gruction of new plant facilities. Partly 
because of the construction lag, private 
utilities are expecting to add only about 
4.950,000 kilowatts of new capacity dur- 
ing 1948, about 10 per cent less than 
they had expected to install this year. 
The narrow squeeze on the supply 
of power at this time is caused, to some 





‘ us ser er & Licht Ce. aEcloe. 
... AND NEW DEMAND 
Next winter, crippling shortages? 


extent, by that delay in installing new 
equipment. But the basic reason is that 
demand has skyrocketed, where it was ex- 
pected to follow a gradual upward curve. 

With good weather, and no widespread 
equipment failures, the U.S. will get by 
this winter without crippling shortages, 
except in the Pacific Northwest. There, 
power demands are so hopelessly higher 
than supply that no real easing can be 
expected for several years. In many locali- 
ties, factories are quietly reducing their 
loads during the evening rush hours. That 
is the worst to expect in most places. But 
the margin of reserve is the smallest on 
record. 











Dorden’s 
DIVIDEND No. 155 


The final dividend for the year 1948 
of seventy-five cents (75¢) per share 
has been declared on the capital stock 
of The Borden Company, payable 
December 21, 1948, to stockholders 
of record at the close of business 
December 6, 1948. 
E. L. NOETZEL 
Treasurer 
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aybe ya shoulda 


worn uplift shoes, too! é 


HESE thugs are discovering that 
"Ee takes far more than pogo- 
sticks, propeller caps and persever- 
ance to put one over on Cyclone. But 
then—Cyclone is the fence that has 
been thwarting would-be trespas- 
sers for many years. 

Yes — for over 50 years Cyclone 
Chain Link Fence has been protect- 
ing property. Assuring privacy. 
Pleasing property owners, industrial 
and residential, with its stamina 
under the stress and strain of long 
service. 


U-S‘S CYCLONE FENCE 


Cyclone Fence, Waukegan, IIl., Dept. E-128 

We'll send you our free, 32-page book on fence. It’s full 
of facts. specifications, illustrations. Shows 14 types of 
fence. Before you choose any fence for your property, 
get the facts about Cyclone. 





CUP THIS coupoy 
SEND IT To 
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Interested in fencing: [1 Industrial; [] School; [) Playground; (J Resi- 


You'll want to learn about the 
special features of design, construc- 
tion and installation which have 
made Cyclone the world’s most 
widely-used property protection 
fence. So send for our free book — 
“Your Fence.” For further help, our 
sales engineers are at your service. 
And never forget: No job ts too large 
— no job is too small for Cyclone. 
CVCEGHUE FERCE. DEVEISEOR 

(AMERICAN STEEL & WIRE COMPANY ) 
WAUKEGAN, ILLINOIS - BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 
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HOW TO SAVE ON YOUR 1948 TAX 


This is the time for taxpayers to study 
their income tax problems. Savings im 
tax, or increases in tax, are often pos- 
sible through actions taken between now 
and the end of the year. 

A careful survey of tax-saving possibil- 
ities is more important than ever for many 
persons this year. The reason is that 
Congress may increase the rates of tax 
that will apply to 1949 income. Taxes on 
corporation income face at least a 50-50 
prospect of being raised. Individual in- 
comes in the middle and upper brackets 
might be made subject to higher rates 
next vear. 

Estate and gift taxes may be tightened 
in the year ahead. These rates are under 
study with some prospect that they may 
be raised. Some persons, as a result, may 
want to take advantage of present gift- 
tax provisions as they have been altered 
by the income-splitting principle that 
took effect in 1948. 

No change is expected in the tax on 
capital gains, and no change is likely in 
regard to deductions for capital losses. 
Even so, there often are advantages to 
be gained by both corporations and in- 
dividuals through examination of the 
effect of capital transactions before the 
end of the year. 


What, in general, is the thing for tax- 
payers to do at this stage? 

If taxes are to be raised next year, as they 
may be, then it often is wise to take all 
possible income in the present year. It 
also is wise in many cases to defer pavy- 
ment of deductible expenses, if possible, 
until next year. The net effect would be 
to apply to additional income the tax 
rates of 1948, and to increase deductions 
in 1949 when rates may be higher. 


Is that true for both individuals and 
corporations? 
Yes. It is true for both. Actually, there is 
more chance that corporation taxes will 
be raised than individual rates. Com- 
panies with earnings of less than $50,000 
may be favored over larger corporations. 
If an excess-profits tax is restored, any- 
thing done to shift the volume of 1949 
profit to 1948 probably would be helpful 
for corporations that might be affected. 


Should income always be shifted to 
1948, where possible? 
Not always. Both individuals and cor- 
porations should consider their own 
cases, to make sure that such a shift 
would actually save taxes. Crowding of 
income, which ordinarily would be re- 
ceived in 1549, into this year sometimes 
would result in higher taxes, by putting 
taxpayers in hizher surtax brackets. Next 


50 


years prospect for income should be 
given full consideration when studying 
tax-saving steps to be taken in 1948. 


How can income be stepped up in 
1948? 

This can be done in a number of ways. 
In the case of an individual, for ex- 
ample, work on an existing contract often 
can be speeded up, and payment ac- 
cepted on work completed. Collections 
on outstanding accounts sometimes can 
be made by those receiving fees, such as 
contractors, architects, doctors, lawyers 
and others. In addition, prepayment can 
be accepted of income that ordinarily 
would not be due until 1949, such as 
interest, rents and even salaries. If re- 
ceived in 1948, these would be counted 
as income this year, even though not 
actually due until next year. Furthermore, 
accrued interest on Government savings 
bonds and other obligations can be taken, 
in 1948 instead of in 1949. 

How can deductions be increased 

for 1949? 

Taxpayers often can control the timing 
of deductions, postponing them until 
next vear, where this would result in tax 
savings. For example, individuals some- 
times can postpone payments of interest 
and deductible taxes, medical bills and 
such. In the same way, individuals en- 
gaged in business can delay payment of 
bills and making of expenditures that 
are deductible as operating expenses-- 
rent, interest, taxes and purchase of office 
or plant supplies. 


Rules on deductions for medical expenses 
are different under the new tax law. A tax- 
payer still can deduct only medical ex- 
penditures that are over 5 per cent of his 
adjusted gross income, The maximum de- 
duction in one year for a single person 
without dependents is $1,250. A single 
person and a inarried person filing a sep- 
arate return are allowed up to $2,500 if 
they have dependents. A married couple 
filing a joint return also gets up to $2,500. 
But if this married couple has one de- 
pendent, their maximum deduction is 
$3,750, and with two or more depend- 
ents, the maximum is $5,000. Medical 
deductions are allowed only in the year 
paid, but can include a number of items 
in addition to fees paid to doctors, 


Can deductions for charitable contri- 
butions be postponed? 

Sometimes they can be. Deductions for 

contributions to charitable and educa- 

tional organizations can be taken in the 

year actually paid, not when pledges are 

made. So payments often can wait until 


1949. These deductions are limited j 
one year to 15 per cent of adjusted gry 
income of individuals. If a person plan 
to give more than 15 per cent of }j 
income to charitable organizations, } 
might spread this over two or more yej; 
to get the full tax benefit in deductions 


What about income and deduction 
of corporations? 

In the case of corporations, just as in th; 
case of individuals, collection of incon 
often can be crowded into 1948. And ¢, 
ductible business expenses, such as pay. 
ment of interest, rent, taxes and othe 
operating costs, can be delayed unt 
after the first of the year. Corporation 
and other businesses also may be abk 
in 1949 to scrap obsolete equipment ap 
machinery, if not fully depreciated, and 
thus reduce taxable income next ye 
But a close study should be made of ; 
corporation’s outlook for income ney 
year before deciding whether it woul 
be better, for tax purposes, to take ir 
come and deductions in 1948, or to pos 
pone them until next year. 


Next, as to capital gains: Should they 
be taken in 1948? 
In many cases it will be better for ta. 
payers to take capital gains in 194 
instead of in 1949 when higher tax rate 
may apply. On long-term gains, resultin: 
from sale of assets held longer than si 
months, the maximum tax is 25 per cent 
Short-term gains are taxed at the sam 


rate as other income. Thus, it may be uf 


advantage sometimes to defer a 194 
short-term gain until 1949, when 
long-term gain could be established at 
lower rate. Each case should be com 
sidered individually, however, to se 
where the greatest tax advantage lies. 


Whe! about capital losses? 

Some taxpayers may want to sell secur: 
ties or other assets before the end of t! 
year to establish losses. These losses ci 
be used as an offset against capital gain 
in 1948, and against up to $1,000 
other income. This often results in @ 
lower tax. 


Losses on sale of assets held less than si 
months are 100 per cent deductib 
against gains. But only one half of long 
term losses can be used to offset gai 
Thus, a short-term loss in 1948 ofte 
would be of more value than a long-term 
loss in 1949. Furthermore, net capité 
losses in one year can be carried forwat! 
five years to offset future capital ga 
or $1,000 of other income in those yea 
(The rules on treatment of capital ga! 
and losses from the sale of real esta 
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Now, on gift taxes: How is a saving 
possible in 1948? 


persons planning to make large gifts may 


Fie able to do so at less tax cost in 1948 
han in 1949. This is because these rates 
may be raised next year, or other changes 
may be made in gift-tax laws. Also, per- 
ans who have not used up their 1948 


exemptions from gift taxes may want to 


F make donations before the end of the 


year, But complete records should be 
kept of all gifts made in 1948 and in pre- 
vious vears, in case questions should be 
raised about them later in connection 
with gift and estate taxes. 


Each taxpayer gets a special exemption 
fom gift tax on $30,000 given away 
during his lifetime. Aiso, he can give 
away, tax free, up to $3,000 a year to each 
of any number of persons, This $3,000 is 
not cumulative—unused portions cannot 
be carried from one year to another. 


Are gift taxes lower now? 

Yes, under some circumstances. This is 
because the community-property —prin- 
ciple of income splitting by husband and 
wife was written into the 1948 tax law. 
Half of the amount of a gift by a husband 
io his wife, or by a wife to her husband, 
usually is free of gift tax. And a gift to 
a third person can be treated as coming 
half from the wife and half from the 
husband, thus reducing the taxable 
amount. A taxpayer planning a large 
sift to his son or wife or to someone else 
may find it to his advantage to make the 
gift in 1948, instead of waiting until 1949 
when new tax rules may apply and when 
rates may be higher. Lower gift taxes, 
through income splitting, apply only to 
married couples. Unmarried persons, 
widows and widowers do not get a lower 
rate on gifts under the 1948 tax law. 


Under present law, for example, a man 
can give his wife $66,000 without paying 
a gift tax, provided none of his exemp- 
tions have been used up. Or he can give 
the same amount, tax free, to a son or 
daughter or to an outsider, under the 
principle that half of the amount comes 
from his wife. There is no assurance that 
all of such a gift will be free of tax under 
possible changes in the law next year. 


Savings in both income and gift taxes 
thus are possible for some persons who 
follow certain procedures before the end 
of the year. But it is important for tax- 
payers to study carefully all their tax 
problems to determine where the greatest 
savings will result. The Bureau of In- 
ternal Revenue follows the principle that 
4 taxpayer is entitled to take almost any 
steps to save taxes, as long as he keeps 
within the law, and as long as outright 
evasion” is not involved. 
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SNOW 18 BEAUTIFUL 
... BUT EXPENSIVE / 


a is beautiful and exciting 
and lots of fun. But snow can be mighty 
expensive for industry. Remember 
last winter? 

Florida gives you freedom from 
all of the profit-taking conditions that 
result from snow, ice and freezing 
temperatures -- freedom from interrupted 
production schedules, from transportation 
delays and lost man hours. And Florida’s 
mild year’round climate effects substantial 
savings in plant construction, 
maintenance and in every day operation. 

But climate is only part of the 
Florida story. 


You'll benefit by sensible taxes, 
good labor conditions, cooperative 
communities and many other favorable 





factors, both physical and economic. 


Industrialists are fast realizing the 
multiple advantages ef a Florida location. 
For example, in 1947 the value of 
Florida’s manufactured products was 
$780 million -- three times the amount 
produced in 1939. 

Get away from work and winter 
for awhile. Come on down to Florida and 
relax in the warm sunshine. Play one day, 
loaf the next. Store up health and happy 
memories. Call it a vacation if you like, 
but take time out from sunny sports and 
recreation to check up on the advantages 
Florida offers your business. 

Meanwhile, send for booklet that 
devotes eight pages to business and 
industrial information. 












A 





THE SUNSHINE STATE 










MAIL THIS COUPON TODAY! 
State of Florida,772 Commission Building 
Tallahassee, Florida 

Please send me new, free, 48-page, full-color booklet: 


“Florida, The Sunshine State.” Print name and 
—S 
address clearly. 


Name 





Street and No. 








Zone SR noni 






City 
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INDICATORS OF BUSINESS ACTIVITY 


Industry is producing at its best post- 
war rate, but trouble signs are vis- 
ible in retail trade, employment and 
agriculture. 

Steel operations were scheduled at 
100.1 per cent of capacity in the 
week ended December 4 for the 
biggest ingot output in history. 

Factory output held at 203.4 on the 
indicator below for the week ended 
November 27. 

Department-store sales rose to 306 
on the weekly indicator below. Dol- 
lar sales, however, were 5 per cent 
below a year ago. 

Installment sales of department 
stores fell 5 per cent in October, 
first month after controls were put 
back on. They had risen 12 per 
cent in September. Weakness _ in 
total department-store sales, how- 
ever, is due chiefly to failure of cash 
and charge-account sales to equal 
last year. 

Bank loans to business shrank $23,- 
000,000 at reporting member banks 
in the week ended November 24, 
the second straight decline. 


Installment credit increased only 
$30,000,000 in October, the second- 
smallest increase since the war. 


Commercial banks and loan com- 
panies cut their installment loans 
for the first time in four years. 
Unemployment is a bigger problem. 
More workers are claiming unem- 
ployment compensation than a year 
ago, Their number has not declined 
since August, though business rises 
seasonally in this period. From Au- 
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gust to November last year, the 


number dropped 350,000. 


Price averages currently are no 
longer rising. 
Industrial-goods prices, at 153.4 


per cent of 1926, have moved in a 
rut for three months. 

Prices received by farmers fell 2 per 
cent from October 15 to November 
15, to a level 12 per cent below 
their January peak. 

Prices paid by farmers, shown in the 
top chart, are only 1 per cent below 
their peak, 

The price advantage of farmers is 
the smallest in six years. Prices re- 
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ceived are only 10 per cent above 
parity with prices paid. 

Livestock prices, as the chart shows, 
have kept the advantage from dis- 
appearing entirely. 

Crop prices, on the other hand, have 
slumped below the level of prices 
paid, to Government levels. 

Overproduction is a growing threat. 

Carry-overs, just before 1949 crop 
harvest, are to be more than 5,000,- 
000 bales of cotton, 600,000,000 
bushels of corn, 300,000,000 bushels 
of wheat, according to official esti- 
mates. Big crops again in 1949 
would add more to carry-overs. 

Price-support loans already cover 
nearly 2,000,000 bales of this year’s 
cotton. On October 31, early in the 
crop year, 192,400,000 bushels of 
wheat and 997,000 bushels of corn 
were under loan. 

Price supports, fixed at 90 per cent 
of parity through 1949, are to be 
replaced with lower, more flexible 
supports in 1950, if Congress allows 
the present law to stand. If Congress 
extends supports at 90 per cent 
beyond 1949, it will encourage still 
bigger surpluses. 

The drag of deflationary forces is 
to grow with rising supplies of farm 
products and industrial goods. Chief 
danger is that consumers will not 
absorb growing supplies, leading 
business to curtail expansion plans. 
In that case, a moderate rise in 
Government spending would not be 
enough to maintain the present rate 
of business activity. 
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| 0 Cadillac announcement has ever 


been more significant than the one which 
appears on this page. For Cadillac, for 
1949, presents its creative masterpiece— 
4 wholly new V-type eight-cylinder en- 
gine—the highest development yet at- 
tained in automotive power. This 
great engine has been twelve years in the 
building, for work 


basic development 


started in 1936. It has many unusual 


qualities which set it entirely apart from 


CADILLAC MOTOR 


CAR 


all other creations of its kind. It provides 
an amazing increase in power—yet af- 
fords an increase in gasoline economy of 
approximately twenty per cent. It is liquid 
smooth; it is quick and eager beyond all 
experience; yet its power is so effortless 
that the dri is scarcely aware of the 
engine’s existence. The car seems, al- 
most, to move by automatic propulsion. 

There are, of course, many other 


advancements in the new Cadillac in 


DIVNEISEON 


GENERAL MOTORS 


MASTERPIECE... 





White Sidewall Tires available at additional cost. 


addition to its history-making engine. 
There is new beauty in the front 


ensemble; there is a newly-designed, 


more attractive instrument panel; and 


throughout the car will be found those 


refinements which result from Cadil- 


lac’s unceasing search for perfection. 
But the big Cadillac story, for 
1949, only 


the world’s new standard—it 


is performance. It is not 
is be- 


yond the world’s current conception. 
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Before choosing any printing paper... 


Illustrated here is a typical use of 


Leveicoat*, net an actual booklet 
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if Look at Levelcoat... 
| for brightness 


It sparkles with brightness to the 
very fiber! Yes, that’s literally 
true of Levelcoat* printing paper 
—for the luster of Leveleoat be- 
gins with a blend of “brightness” 
fibers in the pulp itself. And over 
this basic body whiteness is a 
bright, white-coated surface which 
brings out all the brilliance in 
your finest printed piece —gives 
it the Leveleoat lift. 
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Look at Levelcoat... 
for smoothness 


Like a gorgeous gem against a 
throat, your fine color 
printing glows on smoother Level- 
coat paper. For the full, fine- 
textured surface of Levelcoat is a 
product of clays especially chosen 
for their soft“ face powder quality. 
And at Kimberly-Clark a special 
process controls the “flowing on” 
of this surface to a point of fine 
precision, 


lovely 
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Look at Levelcoat... 
for printability 


In setting the price to the adver: 
tiser and the profit to the printer, 
press time is a dominating factor. 
Thus it is that both buyers and 
producers of printing like the 
smooth, dependable printability of 
Levelcoat. Try this fine coated 
paper on your next printing job. 
Enjoy the trouble-free production 
of uniformly beautiful work, at 
the peak of press efficiency ! 


Levelcoat* printing papers are made 
in these grades: Trufect*, Multifect* 
and Rotofect*. 


“1. M. REG. U.S. PAT. OFF. 


\\ Clark | KIMBERLY-CLARK CORPORATION, NEENAH, WISCONSIN 
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Repeal of the Taft-Hartley Act, 
if it comes, will not restore to 
ynions all the freedom they had 
under the Wagner Act. State 
laws will continue to restrict their 
activities. 

State laws, some tougher than 
the Taft-Hartley Act, will be hard 
to erase. Republicans who 
pushed them through still control 
many of the legislatures. 


Unions in all States are not to re- 
turn to the free and easy days of the 
Wagner Act even if the Taft-Hartley 
Act is repealed by Congress. There 
will continue to be laws in many 
States restricting their activities, and 
some of these crack down harder on 
labor than does the Taft-Hartley Act. 

There is no assurance, either, that all 
of the provisions of the Taft-Hartley law 
will be wiped out by Congress. The law 
doubtless will be modified, but conserva- 
tive Republicans from the North may win 
enough support from Southern Democrats 
to keep some of the controls that were 
imposed in 1947 over Mr. Truman’s veto, 

Labor itself is not agreed on the type of 
legislation that should replace the Taft- 
Hartley Act. The unions want the Wagner 
Act reinstated, but AFL would like to see 
it contain protections for craft unions that 
were not in the original Act. CIO would 
restore the Wagner Act in toto. 

Whatever happens in Washington will 
not affect State laws that are just as ob- 
jectionable to union leaders as the Fed- 
eral law. The unions are out to obtain re- 
peal of these laws, but that will not be 
easy, Republicans who favor such legisla- 
tion retain control of legislatures of many 
of the States where labor controls have 
been enacted in recent years. 

Union efforts in the States will be 
concentrated on repeal of legislation out- 
lawing the “closed shop” and other forms 
of compulsory union membership. Twelve 
States prohibit all types of compulsory 
membership, They are Arizona, Arkansas, 
Georgia, lowa, Nebraska, Nevada, North 
Carolina, North Dakota, South Dakota, 
Tennessee, Texas and Virginia. In addi- 
tion, Florida, Delaware, Louisiana and 
Maryland have laws opposing the “closed 
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Many States to Keep Laws Restricting Unions 


| 


¢ 





SECRETARY OF LABOR TOBIN 
. after the Congress, the States? 












Ts 15 SANTY , 
CLAUS. BOYS 
HE'S GONNA BRING 


my) ANYTHING 














—Smith for NEA Service, Inc. 


“MAYBE SOQMEBODY’‘S TAKING 
TOO MUCH FOR GRANTED‘ 


shop” but with no penalties for violations. 

Less stringent regulations on union-se- 
curity contracts are in effect in Colorado, 
Kansas, New Hampshire and Wisconsin. 
Wisconsin requires a two-thirds vote of 
approval by workers before a compulsory- 
membership contract is legal. 

Picketing laws are likely to get con- 
siderable attention from unions. States 
that prohibit mass picketing include Colo- 
rado, Delaware, Georgia, Michigan, 
South Dakota, Texas, Utah and Wiscon- 
sin. Other States restrict picketing in 
various ways. Unions want to remove 
these restrictions. They have found that 
injunctions by State courts have increased 
in recent vears, resulting in arrests, fines 
and sometimes jail sentences for union 
leaders and members. 

Other laws regulating the checkoff of 
union dues from pay envelopes, outlaw- 
ing jurisdictional strikes and secondary 
boycotts and otherwise restricting union 
activities also are to be targets of labor’s 
repeal drive. 

The Truman Administration is back- 
ing this campaign against State laws. 
Secretary of Labor Maurice J. Tobin, in a 
speech at a recent Washington conference 
on State Jabor legislation, urged union 
officials to work for their repeal. Mr. 
Tobin said some of the laws are worse 
than the Taft-Hartley Act. 

Chances of success, however, are 
doubtful in several important industrial 
States. In Michigan, for example, labor 
helped to elect a Democratic Governor, 
but the legislature remains in control of 
Republicans. Labor expects the Governor, 
by use of the veto, to block any new re- 
strictions on unions, but it may not be 
able to eliminate the present legislation. 

Pennsylvania's legislature also is Re- 
publican controlled, It is expected to re- 
sist union efforts to repeal restrictions on 
picketing, on jurisdictional strikes and 
secondary boycotts. New Jersey and Dela- 
ware are other industrial States where 
unions will run into Republican majorities 
in the legislatures. Many farm States with 
restrictive laws against labor also have 
legislatures controlled by the Republi- 
cans. Repeal will be difficult there. 

Split legislatures, with one branch Re- 
publican and the other Democratic, are 
likely to hamper union efforts to wipe 
out labor laws in Colorado, Connecticut, 
California, Indiana and Washington. 

A trend? Union leaders are encour- 
aged in their drive against these State 
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-.. “There’s something about the 
Blackie spirit of Christmas, Whitey, 
that makes the world look 

beautiful.’ 
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laws by results of three recent State ele. 
tions. Voters in Maine, New Mexico and 
Massachusetts rejected measures Outlay. 
ing the “closed shop.” Earlier in the yea 
Louisiana’s legislature repealed a ay 
that permitted injunctions in some types 
of disputes, On the other hand, voters j 
Arizona approved a restrictive law 9, 
November 2, 

Thus, labor leaders apparently wij 
win only part of their battle if they map. 
age to wipe out the Taft-Hartley Ac 
The laws in many of the States will te. 
main to hamper union activities. 

The Supreme Court may assist the 
unions in this campaign, if the Court up- 
holds union contentions that State lay; 
banning the “closed shop” are unconsti- 
tutional. Cases involving such laws jy 
Arizona, Nebraska and North Caroling 
are pending before the Court. However 
even a Court victory on this type of lay 
would not affect other restrictive laws of 
many States. To eliminate them will mean 
a long battle. 


RULINGS OF NLRB 
AS GUIDE IN STRIKES 


Rules for employers and unions ti 
follow in doing business under the Taft. 
Hartley Act continue to come from the 
NLRB. Labor’s efforts to repeal the Act, 
due for a test in Congress early next year, 
will have no effect on NLRB’s interpre. 
tation of the law. 

Provisions of the law now being passed 
upon by the Board may be eliminated 


by Congress. Others stem from the | 
original Wagner Act and are expected | 


to remain in effect. All decisions, how- 
ever, will be binding unless overturned 





~Harris & Ewing 
J. COPELAND GRAY 
Should strikers be penalized ... 
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hy Congress. 

‘Some of the recent decisions can be 
yanslated into what employers and 
unions can and cannot do under the law. 

For employers, some new guides 
we provided by the Board. 

You can, as an employer, for example, 
discipline workers who promote strikes 
in violation of no-strike clauses in union 
contracts. NLRB holds that you can lay 
of workers as punishment in cases of 
this kind even when the intent of the 
strikes is to force management to stop 
an alleged unfair labor practice. 

You cannot discharge an employe 
for trying to form a new union in the 
plant just before a contract is due to 
expire, even if the union holding the 
contract demands his discharge after 
suspending him from the union. 

You can pay nonstrikers for working, 
time lost due to a strike over wage issues, 
if you wish to do so, and you can refuse 
to pay those participating in the strike. 
Also, you can allow nonstrikers to ac- 
cumulate credit toward vacation and 
pension benefits during the walkout, 
while denying credit to strikers. 

You cannot, however, discriminate 
against strikers on the matter of seniority 
credit, in a strike over economic issues. 
The NLRB holds that, if you allow non- 
strikers to accumulate seniority credits 
during the strike, you must allow the 
same privilege to the strikers. 

The Board split on the questions of 
accumulating credit during a. strike. 
Dissenting opinions were filed by mem- 
bers Abe Murdock and J. Copeland Gray. 
Mr. Murdock would allow strikers to 
accumulate credit for pensions, vaca- 
tions and seniority. Mr. Gray would deny 








‘ 





—Harris & Ewing 


ABE MURDOCK 
++. ON seniority, pensions, vacations? 





DECEMBER 10, 1948 





ONE calculator 
for EVERYTHING 


for EVERY type of Problem and EVERY type of 
Business...a Friden fully automatic calculator. 
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GENERAL BUSINESS 


TRANSPORTATION 





Business needs answers ...to individual figure work 
problems. FRIDEN has these answers. Yes, there’s a 
model of the size, price and capacity to fit your own 
requirements. Telephone your local Friden office for a 


demonstration. Try before you Buy ~ the Friden way! 


Friden Mechanical and Instructional Service is available in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


! f 1 


CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIF., U. S. A. » SALES AND SERVICE THROUGHOUT THE WORLD 
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WITHOUT 





RIB-N-RITE 


ATTACHMENT 


1. Eliminates use of Carbon Paper for 


file and other copy requirements 
including many business forms. 


A streamlined, simple typewriter 
attachment created expressly for 
the purpose of TIME, MONEY AND 
MATERIAL SAVINGS in office typing 
operations. 


3. Can be attached to any make type- 


writer in a few minutes and lasts 
as long as your typewriter. SIMPLE, 
EFFICIENT and ECONOMICAL 
OPERATION. 


See the RIB-N-RITE attachment demonstrated, 
Distributor listed in your local phone directo 
or call Western Union by number and as 
for Operator No. 25 to locate your nearest 
RIB-N-RITE Distributor situated throughout 
the United States and Canada. 


AIBN-RITE 
TyPIST’S DELIGHT 


Manufactured by the 


RIBBONWRITER CORPORATION OF AMERICA 
DANIA, FLORIDA 
Copyright 1948 UNITED STATES AND FOREIGN PATENTS AND PATENTS PENDING 


RIB-N-RITE Makes Cleaner, Clearer, Better Copies! 














A flip of the wrist positions | 
RIB-N-RITE ready to work; there- | 
after the typewriter is operated | 
in the normal manner. Handling 
carbon paper is eliminated from 
typist’s normal operation. 


RIB-N-RITE eliminates carbon 
paper smudges and produces 
cleaner, clearer and better dupli- 
cate copies without carbon paper. 
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strikers credit toward seniority as wel 
as pensions and vacations. 

For union leaders, NLRB also hy 
some new rulings. 

You can get NLRB help in forcin, 
an employer to reinstate union member 
with back pay if you can prove that the 
company closed down the plant in orde 
to discourage union membership. 

You can have an NLRB bargaining 
election set aside, and a new one ordered 
if you convince the Board that employe 
were prevented from attending your oy. 
ganizing meetings by actions of the en. 
ployer or a rival union. This rule, hoy. 
ever, is to apply only for a short pericd 
prior to the election. 

Mass picketing. A ruling on mas 
picketing just recommended by a triy| 
examiner of NLRB does not provide the 
same guidance as the above decisions of 
the Board members. Examiners’ reports 
often are overruled by the Board. In this 
case, an examiner found that a picket 
line was not a violation because strikers 
did not threaten nonstrikers or prevent 
them from going into the plant. The 
picket line of about 20 workers at a gate 
was termed a “mass picket line” by NLRB 
attorneys. NLRB members still must rule 
on the point of exactly when a picket 
line becomes a violation. The Board al- 
ready has stated that it is unlawful for 
large groups of strikers to threaten non- 
strikers and keep them out of a plant 


SHIPPING WALKOUTS: 
GAINS VS. LOSSES 


The question of who won what in the 
two big shipping strikes, recently settled, 
now can be answered. As usual, neither 
side can claim a clear-cut victory. 





On the West Coast, where shipping [ 


was tied up for three months by a strike 
of CIO Longshoremen, the won-and-los 
columns stand as follows: 

Employers won a guarantee agains 
strikes for three years, backed by top 
CIO officials, but lost on a demand that 
Harry Bridges and other leaders of the 
union sign non-Communist _ affidavits 
At start of the strike, the employers said 
they would not negotiate with Mr 
Bridges until he signed the affidavit. In 
the end, they settled for a compromise 
under which the national CIO will ap 
point a representative to keep peace 0 
the docks during the life of the three 
year agreement. Disputes will be arbi- 
trated. The employers had blamed Com 
munist influence in the union for a long 
series of walkouts. 

The union won a larger wage increase 
by striking. Employers granted a 15-cet! 
raise, which was 5 cents above theit 
prestrike offer. The union had been will- 
ing to settle for 13 cents on the eve 
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4 the walkout, but raised its demand again 
bs the strike dragged on. The union 


| criginally had asked for 18 cents. 


On the East Coast, rank-and-file 
members won a victory on wages over 
both employers and their own union offi- 
cials, after a 17-day walkout. The strike 
began as a protest against an agreement 
negotiated with employers by Joseph P. 
Ryan, president of the union. This called 

F fora 10-cent raise. In the final settlement, 
after the strike, the workers got a 13-cent 
increase. This was offset in part by wages 


lost during the strike. 


A compromise on overtime rates also 


was worked out in the final agreement. 
This compromise provides that premium 
rates for night and week-end work will 
be paid as in the past, but with a limit of 
1,000 hours of work in each period of 26 


—Acme 


JOSEPH P. RYAN 
Rank-and-file members won out 


consecutive weeks. This complies with a 
fomula approved by the Fair Labor 
Standards Act and thus meets require- 
ments of a Supreme Court decision in- 
volving this industry. 

The straight-time rate of pay for dock 
workers on the Atlantic Coast remains 
higher than the West Coast scale. The 
Eastern rate is $1.88 an hour and the 
Western, $1.82, under the new agree- 
ments, 

The AFL union won retroactive pay 
back to August 21, when contracts ex- 
pired on the East Coast. The CIO de- 
manded retroactive pay, but did not win 
on this point. 

The hiring hall started out to be a 
major issue in the West Coast negotia- 
tions, but a compromise was reached 
Pnior to the walkout. Employers agreed 
to continue the hiring-hall procedure 
pending a court determination as to its 
legality, 
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To make the steam which blows a 
locomotive whistle used to cost about 
one-third of a cent per “toot.” Today 
it costs at least twice as much. 

That’s a small thing—but it’s typical 
of the way the cost of running rail- 
roads has gone up. 

Take, for example, the 3,000 cross- 
ties in the average mile of track. Pre- 
war, they cost less than $2.00 each, 
in place. Today, the cost is up to $4.00 
each. And the rail—about 175 tons of 
it in the average mile of track—costs 
$30.00 a ton more than it did in 1939. 

Freight cars, which used to cost 
$2.500 apiece, now cost more than 
$4,000. And the prices that railroads 
must pay for fuel—whether coal or oil 
—have considerably more than 
doubled since 1939. 

But in the same years the rates 
that railroads charge for their essen- 
tial services have gone up less than 
half as much as the average increases 
in wage rates and the prices railroads 
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must pay for materials and supplies. 

What does this mean to you? 

Just this—our nation needs rail- 
roads which are strong and healthy. 
That’s the only kind of railroads 
that can produce adequate, low-cost 
transportation in time of peace—and 
meet national needs in time of war. 

And the only way to have railroads 
that are strong and healthy is to have 
railroads whose revenues keep pace 
with today’s increased costs. 

* 


LISTEN TO THE RAILROAD HOUR pre- 
senting the world’s great musical com- 
edies. Every Monday evening over the 
ABC network, 8-8:45 Eastern, Mountain, 
and Pacific Time; 7-7:45 Central Time. 
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Zan you answer this quiz. about New York State ? 
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1. Your business is in the world’s wealth- 2. As every manufacturer will appreci- 3. In New York State you'll find skilled 
iest market when you're located in ate, it’s important to be near suppliers, workers producing everything from t 
New York State. What, would you say, as well as markets. How many of all gems to locomotives. As for time los e 
is the average per capita income of 446 U. S. industries, would you say, through strikes, how does New York's 
N. Y. State’s 14 million consumers? are represented in New York State? record compare with the nation’s? 
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4. Ship goods over New York State’s 5. Complete banking, warehousing, har- 6. We'll gladly supply detailed data on . 
63,965 highway, 7,639 railway, 907 in- bor, and other facilities make the Port markets, manpower, taxation (it's s 
land waterway miles. Planes from our of New York ideal for international low) and other subjects of interest to 
airports fly daily to 273 U.S. cities — trade. But what is the nation’s great- your business. Write: Commissioner, 
and how many foreign lands? est inland port? Dept. of Commerce, Room U12, 112 ec 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Need for new or stronger controls over business appears to be diminishing. 
Any Government control program that gets through Congress will be very mild. 

Excess-profits tax has less than an even chance of being adopted. But 
there is a chance that corporation income taxes may be increased, eventually. 

Price control, even for the few scarce materials, is very unlikely. 

Rationing or material allocations probably will not become compulsory. 

Wage control is not to be requested by the new Truman Administration. 

Fact is that Administration planners show signs of changing their tune on 
the need for more controls. They're impressed by indications of less inflatione 











Voluntary allocations of materials will continue and expand. Plans will 
involve more voluntarily allocated steel, may extend to other scarce metals. 

Export control will continue. This involves policy as well as supplies. 

Import controls will continue on a few items subject to world allocation. 

Rent control is certain to be extended and may be tightened a bit. 

These controls have been in effect since the war. Business is accustomed 
to operating under them. Their continuance won't change the business climate. 














Developments also indicate that no more credit control may be required. 

Bank loans to business declined for the last two weeks in November, on the 
basis of weekly reports. That's contrary to a normal seasonal trend. 

Installment credit appears to be increasing at a very slow rate. 

Consumer credit, on the whole, is expanding at a Slower rate and most of 
the expansion is accounted for by charge-account credit, payable monthly. 

Government-bond prices are holding at par without official buying. 

These trends suggest that the need for added control over money and credit 
may be passing. They are recent developments and may not continue. But, if 
they do continue, no official request for more controls is likely to be made. 











Business, in fact, is being told that it has little to fear from any new 
Government policies. That assurance was given to manufacturers by Commerce Sece 
retary Sawyer. He implied that the Administration is content, at least for the 
time being, to continue to rely on voluntary co-operation programs. 


Government planners, at the moment, are concentrating on the budget. Rath« 
er strenuous efforts are to be made to hold down on Government spending. 

Federal spending is regarded as the key to the business outlook. 

Heavier spending, in the view of official planners, means more inflation. 

No spending increase, in this view, might bring an end to inflation. 

Result is that the attitude is growing inside Government that the budget 
should not go much beyond the $42,200,000,000 set for the current fiscal year. 











Military Establishment is the Government department that will be hit by any 
economy move. This is the most expensive item on the Government's list. 

A defense budget of $15,000,000,000 for the fiscal year beginning July 1 is 
the target. That compares with $12,100,000,000 for the current period. It is 
considerably smaller than the military would like, or thinks necessary. 

But the military is being told that the nation faces a choice of becoming 
a "garrison state," with a network of controls, or of paring defense costs down 











Written for the issue of December 10, 1948, Volume XXV—No. 24 
DECEMBER 10. 1948 





TREND OF AMERICAN BUSINESS-- (Continued) 


to a safe minimum. The garrison state, right now, is not at all popular. 


The thinking that now dominates top circles in Government is summed up by 
Edwin G. Nourse, the President's chief economic adviser. He suggests: that the 
country probably can stand a defense budget of $15,000,000,000 and foreign aid 
of $4,500,000,000 without mishap. But he warns that any substantial increase 
might weaken the whole economy. His views are presented in detail on page 40. 


What has happened is that officials see a chance to revise their plans. 

Soft spots now showing up in the business structure are not disturbing to 
the Government planners. In fact, they regard them more as comforting signs. 

Declining retail sales in late Autumn weeks are taken as evidence that a 
buyers' market may be on the way back, that inflation may be calming down. 

Recent price trends also are regarded with satisfaction. Official view all 
along has been that rising prices should be stopped in one way or another. 

A short time ago, all that officials could see was more inflation ahead. So 
they were planning for sharply higher taxes, allocations, some price control. 
Now, by holding the budget down, they think perhaps that problems of inflation 
can be allowed to work out by themselves, without Government intervention. 

Business attitude toward these trends is outlined on page ll. 











When it comes to taxes, Congress may differ with the Administration. 

Tax request probably will be for around $5,000,000,000 in added revenue. 

Tax grant by Congress may be held down to $2,500,000,000 or so, which could 
be obtained by a rather moderate increase in corporate income tax rates. 

Reasons for expecting Congress to be less eager to tax are these: 

Budget deficit predicted for this fiscal year may not be apparent after 
March 15. At that time, Treasury books very likely will be showing a surplus. 

A budget balance at $42,200,000,000 may turn out to be a likely prospect. 

So, if the Administration budget for the coming fiscal year is held to 
$44,000,000,000, Congress may decide that sharply higher taxes are unnecessary. 
Higher taxes will be still harder to get if business appears due for a decline. 











Business pricing methods still may get some action from the new Congress. 

Businessmen are lodging increasing complaints against recent court and 
Trade Commission decisions that leave them in the dark on legal pricing policy. 

F.0.B. pricing, as the only pricing, is not generally liked. But critics 
say that the recent trend of decisions leaves business no other safe choice. 

Government officials say businessmen are needlessly frightened; that noth- 
ing has been done yet to stop a single seller from absorbing freight, or from 
honestly trying to expand his business by a system of delivered prices. 

What's wanted by business interests is a policy definition from Congress, 
saying that businessmen can price any way they want, so long as they don't act 
with others in violation of antitrust laws. Chances now appear good that Con- 
gress will try to give some satisfaction on this point. 














Other expected legislation of interest to business includes: 

Corporate mergers. Renewed pressure to give Government power to prevent 
one company from buying the assets of a competitor is likely. Mergers through 
purchase of stock, but not through buying of assets, can be prevented now. 

Reciprocal trade. Trade-agreements program is almost certain to be given a 
three-year extension. And there is to be an effort to make it permanent. 

Wheat agreement. Farmer interests want the U.S. in a world wheat pact. 











Food supply next year will increase, despite falling prices, if farmers 
follow the advice of the Department of Agriculture. Official goals call for 
more pigs, more lambs, more turkeys, more chickens, more milk, more summer veg- 
etables. Goals are lowered for wheat, peanuts, potatoes, eggs. 
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enables you to do... a 





It reproduces documents at such great reduction that meee pia 
you can photograph 3000 letters on $3.30 worth of film... 
put them on a film roll so small it fits your palm. 

It reproduces them with such exactness— photographic accu- 
racy and completeness—that | you can see every detail of the 
original documents, full-size, when you view the tiny microfilin 
images enlarged on the screen of the Recordak Film Reader. 





d It records them at such great speed that you can copy the most 





complicated documents as fast as you can feed the Recordak Micro- 
filmer—60 or more letters a minute. rm : 


Because of such “magic,” Recordak microfilming has come into its 
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own in more than 65 types of business .. . improving current routines 

of many, making entirely new basic business systems possible in others. 

To look into it in detail, write for “50 Billion Records Can't Be Wrong.” 

It’s free. Recordak Corporation (Subsidiary of Eastman Kodak Company), —— — 


350 Madison Avenue, New York 17, N. Y. 
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(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— en 
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‘OKT 








CHANCE TO HOARD GOLD 


Big-Scale Offering of the Unrefined Mebp 


Gold is being sold to private 
buyers on Wall Street. U.S. 
Treasury admits there is nothing 
illegal about it. 

Point is that this gold is in 
natural form, not refined. 

Possibility of widespread 
hoarding of natural gold worries 
Treasury officials, who thought 
they ruled out hoarding 14 years 
ago. Direct ban on natural-gold 
hoarding is being discussed. 


After 14 years of what nearly all 
Americans believed to be an outright 
ban on owning gold, sales of the metal 
suddenly start up again on Wall Street. 
Gold is being offered to all Americans 
who are willing to pay a premium 
price for it. And the U.S. Treasury 
admits the sales are entirely legal. 

This is the effect of a loophole in the 
Treasury gold regulations. This loophole, 
just now becoming a major problem to 
the Treasury, permits buying and _ hold- 
ing of natural gold, as distinguished from 
gold coins or refined gold bars. 

Thus, unless the Treasury stops it by 
changing the regulations, gold hoarding, 
on a rather substantial scale, can be car- 
ried on once more in this country without 
any violation of the gold laws. 

This latest flurry over the U.S. 
gold laws grows out of an announcement 
just made by Bache & Co., a large Wall 
Street brokerage firm, that it is prepared 
to sell gold “in its natural state” to indi- 
vidual buyers. The firm offers gold in 
100-ounce lots for prompt or future de- 
livery. 

Natural gold 850 fine is being offered 
at $39.50 an ounce. This is considerably 
higher than the price at the U.S. 
Treasury which pays $35 an ounce for 
pure gold—995 to 999 fine. 

From time to time, others have offered 
to sell natural gold—nuggets, flakes and 
other unrefined gold—to the general 
public. However, reports reaching the 
Government indicate that little actually 
has been sold. So far as officials know, 
this is the first time an offer to sell gold 
has come from a big investment concern. 
This time, they fear, sales may run into 
high figures. 
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Reg. U.S. Pat, Off. 


At stake, some officials say, is the 
Government’s 14-year effort to channel 
all gold, except that used for jewelry, 
dental bridges and other authorized pur- 


poses, into official channels. Even for 
these purposes, refined gold can be 


bought only under Treasury license. 
Hoarding of refined gold is prohibited. 
Natural gold was not placed under 
this prohibition, because authors of the 
regulations did not wish to add to the 
difficulties of the little prospector. If he 
is lucky enough to find a nugget, he can 
hold on to it or sell it without a license. 
That exception now is becoming a 
major headache for the U.S. Treasury. 
Officials are so concerned over it that 
they are discussing a change in regula- 
tions to put a direct ban on hoarding of 


CUSTOMERS’ GOLD 
... there’s nothing illegal about it 









natural gold. That could be done by i 


Treasury without any change in the jm 


Experts estimate that roughly , 
fourth of the domestic production of g 
could be made ready for market in naty 
form—that is, without melting, smelt; 


x 


tion now runs about $75,000,000 a ye, 
Little natural gold is imported. — 
The question, really, boils down; 
one of how many people in this cou 
want gold badly enough to pay premiy 
prices for it. Officials are watching clos 


market is expected to be made up larg 
of two groups: ; 

First, those who feel that the valve 
gold is more to be trusted than the valy 
of the dollar. In some other countris 


~Black Star 
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1on. Ti coming in at this price, when free mar- 
kets abroad offer far more, is that foreign 
} countries need dollars, and are willing 
' to turn in their gold to get them. 
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value 
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where currencies are shaky, hoarders pay 
huge premiums for gold. In France, it is 
estimated that more than $2,000,000,000 


I orth of gold is hidden in private hoards. 


second, those who want to speculate 
the possibility that the Treasury will 
present $35 an ounce. The Treasury, 
which stands ready to pay that price for 


wld from all sources, foreign and domes- 


is pressure from some other gold-pro- 
ducing countries for an increase in the 


eer, denies that it has any intention of 


on of gif changing the present price. Most authori- 


agree that it would take an act of 
Congress to authorize such a change. 

At $35 an ounce, the Treasury actually 
is getting far more gold than it wants. 
The U.S. stock of gold, most of it buried 
at Fort Knox, Ky., now totals $24,000,- 


present law as backing for currency and 


For domestic sales of natural gold, 


' there may be a few customers who ex- 
» pect to smuggle gold out of the country 
‘for high-premium prices abroad. How- 
} ever, the Treasury expects little, if any, 


buying for this purpose. Exporting of 
natural gold is prohibited. 
Sales to industrial users for authorized 


} purposes are unlikely. These buyers can 


get licenses to buy gold from the Treas- 
ury at $35 an ounce. 

Size of the market, thus, could 
become the practical limitation on sales 
of natural gold. Officials say there is evi- 
dence that a substantial number of peo- 
ple would like to own some gold for 


| hoarding or speculation. However, the 


Treasury still is not convinced that there 
will be enough of these people to absorb 
all the potential offering of natural gold. 
It is waiting eagerly to find out. 


TREND OF BUDGET 
TOWARD BALANCE 


There is a growing feeling in Congress 
that the Government’s budget outlook is 
brighter than the Truman Administration 
has indicated. If that feeling persists, Mr. 


| Truman may have trouble selling the idea 


of a substantial increase in taxes in 1949. 
Budget optimism that is appearing 


) on Capitol Hill grows out of the U.S. 


Treasury’s showing for the first five 


» months of the fiscal year 1949, which be- 


gan last July 1. The figures for that five- 
month period show high revenues and 
lagging expenditures, 

Revenue for the five months ended 
November 30 totaled $14,118,000,000. 


This was only $820,000,000 less than in 
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INCOMPLETE COVERAGE 


No insurance program designed to protect and conserve assets 
ts complete without Credit Insurance 
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COULD ONE OF THESE EVENTS 


WIPE OUT vour Prorits? 


Labor shortages 
Wide price fluctuations 


Material shortages 


No matter how sound your judgment 
may be... there are any number of un- 
foreseeable events which can turn good 
credit risks into bad debt losses. 


CREDIT LOSSES ARE RISING 

Your accounts receivable are ex- 
tremely valuable assets . .. need 
protection at a// times. .. but especially 
now with the slowing down of payments 
and with business failures mounting. 
American Credit insures you against 
credit loss . . . PAYS YOU WHEN 
YOUR CUSTOMERS CAN’T. 


7 6a 
f Amtrican \ 
I CReoit INDEMNITY 
} = Company | 


OFFICES 


Floods, climatic disturbances 


Shifts in public taste 


New government restrictions 


Inventions that render products obsolete 


Unexpected glut of foreign goods 


In addition to paying you in the event 
of customer failure, your American 
Credit policy also enables you to get 
cash for long past due accounts. You 
can insure one, a selected group, or all 
of your accounts. 


Your insurance coverage is not com- 
plete unless your receivables are insured. 
For additional information, phone the 
American Credit office in your city, 
or write American Credit Indemnity 
Company of New York, Dept. 44, 
Baltimore 2, Maryland. 
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merican 
( redit Insurance 


PAYS YOU WHEN YOUR CUSTOMERS CAN'T 


IN. PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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BURROUGHS | 





Only huge volume production to meet great popular 
demand makes it possible to offer this world-famed 
Burroughs adding machine at so low a price! Precision- 
built throughout for speed, accuracy, long life . .. no 
other machine at comparable price can match it. Put 
this Burroughs to work for you. Telephone your local 
Burroughs office for a demonstration today, or write— 


BURROUGHS ADDING MACHINE CO., DETROIT 32, MICH. 


8-Column 
Adding Machine 
Capacity 999,999.99 


Burroughs 











you’LL 
LIKE 


CHAIR 


You'll like its com- 
fort, its appearance, 
the service it gives. 
Best of all you'll like the way you can adjust 
it to your own needs. The seat and back of 
Harter’s executive posture chair are fully adjust- 
able. Soft foam rubber cushions on seat, back, 
and arms. Goodall Gros Point mohair fabric 
upholstery comes in many rich deep-tone or 
pastel shades. Try this fine posture chair at 
your Harter dealer’s. Write for booklet below. 


WHARTER 


:t..8 42.6 0°35 , 1.6 8 1 6 2.8 
POSTURE CHAIRS - STEEL CHAIRS 
FREE BOOKLET “Posture Seating Makes Sense” tells you 


all about Harter's complete line of posture chairs. Write for 
free copy. Harter Corporation, 412 Prairie Ave., Sturgis, Mich. 
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BAL HARBOUR 
MIAMI BEACH 





YEARS AHEAD 
in planning—striking design 
provides more winter sun, 
sea breezes . . . ocean or bay 
views from évery room. Ex- 
clusive “north beach” loca- 
tion. Private balcony-veran- 
dahs, bathing beach, pool 
and cabanas. The ‘‘dream” 
hotel you've been waiting 
for 


NEW COLOR BROCHURE 


Beautifully illustrated in 
natural kodachrome photos. 
For your copy, address: 
FATIO DUNHAM 
Manages 
For 7 years manager 
) of the Whitman 








Early Reservations Advisable 








Dinance Week 


the corresponding period last year, 4 
spite a tax cut that had been expected; 
reduce revenues by about $4,800, 
000 a year. High personal incomes a 





—, 


¢. 


business profits are boosting tax colle. 


tions, offsetting some of the effect of j 
tax cut voted by Congress last April 

Spending, including outlays to dy 
for the Marshall Plan, totaled $1554. 
000,000. This compares with $14.39). 
279,000 for the same period last year, 

Deficit, on this basis, is $1,430,009 
000. At the same time a year ago, th 
Treasury was running a surplus of $638. 
000,000. That small November surphy 
last year was swollen by January, Mard 
and June tax collections, and reached ; 
record $8,400,000,000 by the end of th 
fiscal year on June 30. Likewise, in thi 
fiscal year the big tax period is yet 
come, 


This is the budget picture on a regula f 


income-outgo basis. Official figures, as re. 
ported in the Treasury daily statement, 
show the budget almost in balance fo; 
the period since July 1. The reason is that 
Congress ordered the first $3,000,000,00) 
of the cost of the Marshall Plan paid ou 
of the record budget surplus for the fiscal 


year ended last June 30. This was Con. F 


gress’s way of making room in the cur. 
rent year’s budget for the tax cut voted 
last April. 

Thus, on official records, the $1,145- 
000,000 paid out so far this fiscal year for 
aid to Europe does not show up as ane 
penditure. With this omission on the ex- 
penditure side, the Government on No- 
vember 30 was only $286,000,000 in the 
red. 

On the face of it, this would indicate 
that another substantial surplus is shaping 


up for the current fiscal year, even with- F 


out taking advantage of the $3,000,000- 
000 transfer of funds for the Marshall 
Plan. 


Actual outlook, however, is not quite f 


so bright as the bare figures indicate 
Spending is almost sure to pick up in the 
remaining months of the fiscal year. 

Military expenses probably will reac! 
the budget estimate of $12,100,000,00 
for the full year, and may run higher. 

Aid to Europe is behind schedule, but 
outlays are picking up fast. 

Aid to agriculture probably will excee¢ 
budget estimates. 

Additional appropriations to finish out 
the year are expected for some federd 
programs. 

All in all, the Government may ye 
wind up the year with a small deficit, 
though hardly as large as the $1,500,000 
000 officially estimated by Mr. Truman 

However, any deficit that develops 
not likely to become apparent until late 
in the fiscal year. Congress probably will 
have made up its mind on new taxes be- 
fore budget troubles begin to show up: 


U. S. NEWS & WORLD REPORT 











Pe! 


ie EO 





one 





— 


For { 


without 
ment i 
and eX} 

Offic! 
enue p 
than T) 
true in 
staff no’ 
for the 

On t 
ing ma 
Bureau 
request 
ample, 
$15,00( 





(See p 
defense 

Ther 
Cannor 
pected 
Approry 
whittle 
iim, M 
new de 

To t 
sharply 
not a ¢ 
chance 
year, R 
(Dem.) 
to becc 
and Mi 
no hur 
Commi 
delay i 
increas 

If ta 
probab 


rates fe 


DECEM 








———, 


ar, dee 


=cted ty ie 
0,00), 
IES an 
Collen. 
t of th 
(pril, 
to dat 
5,548. 
430). 
Vear, 
10,000 
20, the 
$638. 
surphi 
Mard 
ched ; 
of the 
in this 
yet t 





regular fF 
, aS te. 
ement, 
ce for 
is that 
00,000 
id out 
> fiscal 
; Con. 
e cur 
voted 





414, F 
2ar for 

an ef- 
he ex- 
n No- 
in the 





dicate 
aping 
with- 
000.- 
rshall i 





quite fF 
icate 


n the 


reach 
),000 
I, 

, but 


ceed 


out 
leral 


ficit, 
\()),- 
nan 
)S 18 
Jate 
wil 


be- 

















DECEMBER 10, 1948 





_ 


for fiscal 1950, the year that begins 
next July 1, many members of Congress 
yee the prospect of a balanced budget 
without new taxes. They find encourage- 
ment in current signs on both revenue 
and expenditures. 

Official congressional estimates on rev- 
enue probably will be more optimistic 
than Treasury estimates. This has been 
tue in the past. The congressional tax 
staff now is working on revenue estimates 
for the new fiscal year. 

On the spending side, efforts are be- 
ing made by Mr. Truman and his Budget 
Bureau to whittle down federal agencies’ 
requests for the coming year, For ex- 
ample, Mr. Truman has put a ceiling of 
$15,000,000,000 on military spending. 





i —Harris & Ewing 
REPRESENTATIVE CANNON 
. appropriations whittler 


(See page 24.) This is far less than the 
defense agencies ask, 

Then, too, Representative Clarence 
Cannon (Dem.), of Missouri, who is ex- 
pected to become chairman of the House 
Appropriations Committee, promises to 
whittle still more wherever possible. His 
iim, Mr, Cannon says, will be to avoid 
new deficit spending. 

To the taxpayer, all this means that 
sharply increased tax rates in 1949 are 
not a certainty. In fact, there is a good 
chance that no rates will be raised next 
year, Representative Robert L. Doughton 
(Dem.), of North Carolina, who is in line 
to become chairman of the House Ways 
and Means Committee, says he will be in 
no hurry to write a tax bill. Since this 
Committee must originate all tax bills, 
delay in writing a bill may mean that tax 
increases will be postponed until 1950. 

If tax increases finally are voted, they 
probably will fall on corporations, Higher 
rates for individuals appear unlikely, 














...the crow 
that read poetry 





a Scotch chemist, arrived in Frankfort, 


Mr than a hundred years ago, James Crow, 


Kentucky, with little more than a skill for making 
good whiskey and a volume of Robert Burns’ 


poems. 


A generous man, Crow shared both these 


good things with his friends and neighbors. He 


read to them from his favorite poet while they 


sampled the finest whiskey that had yet been made 
in Kentucky. Crow’s home and his little distillery 
became known for miles around as a mighty pleas- 


ant place to visit. 


Today Old Crow whiskey is known the world 
over. And as the years go by, it is certain that count- 


less men who never read a line of Burns (and 


many men who do) will continue to derive deep 


enjoyment from good Old Crow. 
Those in the know ask for Old Crow. 


Kentucky Straight Whiskey « Bourbon or Rye « 100 Proof + Bottled in Bond 
National Distillers Products Corporation « New York, N. Y. 





CHANGES OF ADDRESS 


Nolice of. change of address should be sent 
noi less than two weeks prior to the date 
change becomes effective. Send the ad- 
dress at which copies are now being re- 
ceived and the new address at which you 
wish to receive copies. 
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435 Parker Avenue ___ Dayton 1, Ohio 
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THEY INSURE PEACE OF MIND 


When you are protected by 
GLOBE Sprinklers you know that 
FIRE can’t step in and destroy 
the many UNinsurable values of 
your business. 


GLOBE AUTOMATIC SPRINKLER CO. 
NEW YORK...CHICAGO...PHILADELPHIA 
Oftices in nearly all principal cities 











IF YOU WANT HANDSOME 
HEALTHY-LOOKING HAIR. 





Wake up, men! Remember water is no | 
hair tonic. And don’t keep on plaster- 
ing your hair down with sticky, gooey 
products which cover hair and scalp 

| with a dirt-catching ‘scum.’ Use Kreml 

—a distinctly different hair tonic. 

Kreml grooms hair so naturally with 

a handsome lustre yet never smothers 

hair—never clogs pores with greasy 

il goo. Great to remove dandruff flakes. 

Ht Krem!] keeps your hair—scalp feeling 

| as delightfully clean as the day you | 

washed it. Change to miracle-working 

Kreml today! 





Sur Torte 


A product of R. B. Semler, Inc. | 
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What you as a businessman CAN and CANNOT 


as a result of federal court 


YOU CANNOT fail to set a higher 

minimum wage for your employes 
under the Walsh-Healey Public Contracts 
Act if you supply certain typés of cloth- 
ing to the Government. The Labor De- 
partment raises the minimum hourly rate 
for employes.on Government contracts 
in the wool-trousers branch of the uni- 
form and clothing industry from 40 cents 
to 75 cents. The new minimum for the 
outdoor-jacket industry is 85 cents an 
hour. A 65-cents-an-hour rate applies for 
auxiliary workers in the two groups. The 
new minimum wages will be in effect 
on contracts awarded in 1949. 


* * * 


YOU CAN send gift packages to 

points overseas during the Christmas 
season without obtaining an export li- 
cense. The Office of International Trade 
announces that licenses will not be re- 
quired for single or multiple shipments 
of gift parcels. This exemption continues 
until Jan. 15, 1949. 


* * * 


YOU CAN operate your plant on a 

work week beginning on Monday 
and use a Wednesday-to-Tuesday pay- 
roll period without getting into difficulty 
in regard to overtime pay under the 
Fair Labor Standards Act. The Wage- 
Hour Division of the Labor Department 
advises employers how to use such a 
double work week and still give em- 
ployes overtime credit on the basis of 
premium pay for working Saturdays, 
Sundays or holidays. 


* * * 


YOU CAN find out from a new sec- 

tion of Veterans’ Administration reg- 
ulations about rules on supplemental 
loans to veterans for home alterations 
and repairs. The new section sets forth 
procedures to be followed in making 
these supplemental loans to veterans un- 
der the GI Bill of Rights. VA also issues 
some clarifying regulations on guarantees 
and insurance of GI loans. 


* * * 


YOU CANNOT expect to sell grains 

directly to European countries under 
the European Recovery Plan. The Eco- 
nomic Co-operation Administration re- 
veals tha. the Commodity Credit Corp. 
will continue to buy and export wheat, 
corn and other grains under this program. 


and administrative decision; 


YOU CANNOT count on the arme 
services’ issuing any time soon ad. 
tional regulations to govern Military 
purchases. Present indications are thy 
these new rules on military procuremey; 
will be delayed until February. A state 
ment on cost-accounting principles, hoy. 
ever, is scheduled for early release, 


* * * 


YOU CAN apply to the Departmen; 

of Agriculture for a license to impor 
during the first quarter of 1949 certaiy 
oils and other commodities that are sy. 
ject to allocation by the Internationa! 
Emergency Food Committee. The De. 
partment announces that these applica. 
tions can be filed now. 


* * * 


YOU CANNOT, as operator of two 
plants, always get NLRB to treat all 


of your employes as a single bargaining 


unit. The Board orders a collective 
bargaining election in a single plant, 
despite the employer’s protest that both 
establishments were run by a single man- 
ager and operated on a single pay roll. 


* * * 


YOU CANNOT be required, under 

the new Selective Service Act, to 
take back an employe who leaves his job 
to enter the Merchant Marine. The Bu- 
reau of Veterans’ Re-employment Rights 
of the Labor Department announces that 
these workers are not covered by the re- 
employment provisions of the draft law. 


* * * 


YOU CAN follow an easier _pro- 

cedure than heretofore in getting a li- 
cense to export trade samples to the 
American and British zones of German) 
OIT usually will authorize such. ship- 
ments without requiring an import license 
from officials in Germany. 


* * * 


YOU CAN, if you are not in the real 

estate business, treat the profit that 
you receive from the sale of lots, acquired 
through a mortgage foreclosure, as 4 
capital gain, for income tax purposes. 
The U.S. Tax Court rules in one case 
that the sale of such lots in a subdivision 
resulted in a capital gain, not in ordinary 
income. The Court found that the ta 
payer was not actively engaged in the 
real estate business. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings 


of 


courts and Government bureaus. In making their decisions, courts and bureaus conside 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wort? 
Report, on written request, will refer interested readers to sources of this basic materia 
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PARIS...-LONDON....BUENOS AIRES....ITHE HAGUE.... 
tment - 
mport >> Britain's trade plans are raising an uproar in Western Europe. The plans, 
Crtain outlined below, leaked unofficially in Paris, to London's embarrassment. 
2 Sub- 
a Proposals of the British Government are part of a sweeping four-year plan 
> De. to increase home production and to redirect Britain's foreign trade. 
Plice Aim is to put Britain back in the black, to balance her accounts with the 
world by 1952, when the Marshall Plan aid is Supposed to come to an end. 
7 Neighbors would be badly hurt in the process, however. Here's why: 
Wi 
pe In prewar days, her neighbors sold Britain $600,000,000 more of goods than 
ining she sold them. This big nest egg was used to pay bills elsewhere. Hope on the 
tive- 


let © Continent was that this situation would be restored gradually. 
both But, by 1952, Britain wants to change all this, wants to show a $49,000,- 
= 000 surplus in her dealings with Western Europe. 

To do this, Britain must buy fewer European goods than before the war. 
Continental Europe would have to cast around for new markets. And selling 








inder 
t, to 
s job 
Bu >> Trouble is, Britain, like other countries, aims to hike exports as much as 
- possible while cutting imports to the bone. Everybody can't do that. 

e Te- U.S. is giving this tendency a boost, however, by insisting that countries 
law. in the European Recovery Program pay their own way by 1952. 

Result is that the long-term plans of the ERP countries just don't mesh. 
Pid: Each country counts on the others to buy heavily, but each plans to cut down on 
ra his own buying. And each counts on building up markets in the Western Hemi- 
_ sphere. Altogether, a merry scramble seems to be in the making. 

nip- 


enise 


Western European goods, many of them luxuries, would be hard. 


>> Wrestle for export markets isn't off in the future. U.S. exporters already 
feel British competition especially. Look at Latin America, for example: 

is British exports to Latin America showed a year-to-year gain of 40 per cent 
that in the first nine months of this year. 

red American exports to Latin America in the same period were off 16 per cent. 
ses. Latin Americans still want as many U.S. goods as ever, but they are no 

ase longer flush with dollars. Spreading shortage of dollars has brought with it 


sion 
ary 
ax: BF only two--Venezuela and Cuba--still have plenty of dollars. 
the 








more and more import restrictions. Of the major countries in Latin America, 


>> But many countries in Latin America have plenty of British pounds. Most of 
them are exporting more goods to Britain than they are buying from her. With 


der dollars scarce and pounds relatively plentiful, British salesmen are making hay. 


ALI) 
jal 









(over) 
) sue of December 10, 1948, Volume XXV, No. 24 69 








WORLD COMMERCE-INDUSTRY-- (Continued) 


Argentina, low on dollars, is turning more and more to Britain, a major 
supplier in prewar days. You see it especially in machinery and automobiles. 

Uruguay is becoming a better market for British goods. Expected renewal of 
the Uruguayan meat deal with Britain will make more sterling available. 

Brazil is getting a lot of attention from the British. Their share of Bra- 
zilian imports is running about 50 per cent larger than last year. “Brazil's im- 
port controls are aimed particularly at American luxuries. _ ee 

. Colombia still buys chiefly in the U.S. But the British are cutting in. 
They are pushing farm and industrial machinery, tools and electrical goods. 

Trend in Latin America shows aggressive British merchandising. Stress is 

laid on easier credit terms and earlier delivery than American firms often give, 


. 


>> New controls may be ahead for traders in the major commodities. 

Commodity agreements, on a world scale, are being talked up again. 

Producers of farm commodities especially are finding a shift from a sell- 
ers' to a buyers' market. World surpluses of products such as wheat, cotton and 
sugar seem imminent. Producers are seeking ways of putting floors under prices 
and of assuring themselves of markets at home and overseas. 

Consuming countries seem ready to guarantee markets if prices are right. 








»>>- Move to set up an international wheat agreement shows the trend. 

A wheat agreement was negotiated last March between the U.S., Canada, Aus- 
tralia and 33 importing countries. But it died when the U.S. Congress failed to 
ratify it last summer. Now that there's more wheat in the world and the Con- 





gress has changed complexion, odds favor a new wheat agreement early next year. 

Chances are that it will be very similar to the March agreement. 

Supplying countries, under that pact, agreed to sell, and the importing 
countries agreed to buy, 500,000,000 bushels of wheat a year for five years. 

Price limits were set for these deals. Ceiling price was to be $2 a bush- 
el. Floor price was to be $1.50 in the first year, declining 10 cents a year 
to $1.10 in the fifth year. All buying was to be within these limits. 

Quotas were given to each selling country: Canada, 230,000,000 bushels; the 
U.S.,; 185,000,000; Australia, 85,000,000. Each buying country also had a quota. 
Biggest, by far, was 180,000,000 bushels for Britain. 

For American farmers, this would have meant assured markets for almost four 











times as much wheat as was sent abroad annually in the 1930-39 period. 
For American taxpayers, this would have meant export subsidies on this 
wheat, since the ceiling price was far below the support level for U.S. wheat. 





Chances are that buying countries now will: play ball only if the ceiling 
price is lowered. Wheat prices are down sharply since last March. 


>> Wheat can well be a forerunner for other commodity agreements. 
Some farm groups in the U.S. already urge world agreements for such crops 





as cotton, rice and tobacco to preserve markets overseas. 
Other countries are interested in agreements for other commodities. The 





Cubans are concerned about sugar. Malaya and Indonesia wonder about rubber, 
now moving into surplus position. Tin poses a Special problem. The U.S. wants 
high production, until its stockpile is rebuilt. But the producing countries, 
fearing a glut ahead, want long-term price and market guarantees. 

Thus, reasonable facsimiles of prewar cartels may be on their way back. 
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BUENOS AIRES 

vLETIDE in Argentina is the season 

7... all the business indicators go 

haywire. The race tracks are jammed. So 

ae the roulette tables and the seashore 
resorts. It’s bonus time in Argentina. 

Every wage earner and salaried em- 
ploye in the nation gets two months’ pay 
this month. Factory workers, office em- 
ployes, street cleaners, Cabinet officers, 
fam hands and domestic servants—all re- 
ceive the compulsory Christmas bonus. 
That’s the Jaw. 

The gift, called aguinaldo, is a dispen- 
sation of President Juan D. Peron. But 
the employer —not the Government—has 
to pay the bill. 

Political supporters credit Mr. Peron 
with devising one of the most effective 
campaign planks in Argentine history 
with his bonus plan. It helped to elect 
him and his followers and it has helped 
to keep them in power. It will be a rash 
successor Who tries to abolish it. 

Workers, naturally, are enthusiastic 

about the extra pay, although many--like 
their bosses—would rather it came as a 
istraight 8.33 per cent salary increase the 
“year around, It is a rare Argentine who 
hanks his bonus. The family budget 
wually is so tight, or the temptation so 
| seat, that the bonanza at Christmas time 
is spent almost immediately. 
F The economy fairly bursts at the 
seams these days. Banks are swamped 
with work, Nobody has enough change. 
Many firms, even banks, have trouble 
getting enough bills of the proper de- 
nominations to carry on, A few concerns 
-lacking foresight or resources to build 
up reserves for the double-salary month 
-are going into the red. 

The avalanche of money released by 
the bonus upsets all normal business 
procedures, Some workers go on spend- 
‘ing sprees, Impact on the retail trade is 
lerific. Many stores are holding “agui- 
ulldo sales,” but prices frequently are 
marked up instead of down. 

Even though some of the currency 
‘quickly flows back to the nationalized 
Central Bank—in the form of deposits 
made in the country’s other banks by 
torekeepers—much of it stays in circula- 
tion, inflating the currency. 

The budget is just one more business 





“pense to many employers whose pay 
ji ) 
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Life Around the World 


christmas means bonus time in Argentina, 
with month’s extra pay in every stocking 


rolls and _ social-security costs generally 
have risen so rapidly- during the last 
five years that they are hard put to plan 
their outlays. 

When a firm hires an employe at $100 
a month, it usually calculates $60 or 
$70 more for “indirect wages.” Pension- 
fund contributions by employers alone 
often total 14 per cent. The annual 
bonus means 8.33 per cent more, Re- 
serve for dismissal or death benefits is as 
high as 18 per cent. Paid vacations, 
holidays, sick leave, apprenticeship tax, 
maternity fund and workmen’s com- 
pensation also build up costs. 

Argentina’s social-security Jaws now 
cover about 3,000,000 men and women, 
most of the industrial and commercial 
workers. The laws vary with types of 
employment, but they provide many of 
the conventional benefits, often with 
salary increases as families enlarge, and 
include military-service clauses, retire- 
ment plans and credit for home building. 
Employes usually contribute about 8 per 
cent of their salaries. Paid vacations go 
as high as 30 days a year in some occu- 
pations. Also, severance pay frequently 
is fixed by law. It can go as high as six 
months’ salary, plus one month’s extra 
salary for every year of service. 

One business here wanted to dismiss 
an executive recently, but changed _ its 
plans. As the manager explained: 

“We found that it was cheaper to 
keep him than to fire him.” B.S. R. 


Zoo animals ‘tattle’ 
on their Soviet chief 


MOSCOW 

ROKODIL, the Soviet satirical weekly 
K which was recently urged to sharpen 
its teeth, has devised a method of expos- 
ing abuses of authority that must surely 
be unique even in self-criticism. 

In a sketch that purported to be a de- 
scription of a midnight meeting of ani- 
mals, Krokodil printed sharp criticisms 
of the Director of the Moscow Zoo, as 
expressed by the animals inside the bars. 
The subject is raised by Molly the ele- 
phant, who, in August, gave birth to a 
male calf. Molly, it appears, was ex- 








; 
tremely hurt because the Director went 
off to Cochi in the Caucasus without hav- 
ing made arrangements for the comfort 
of herself or her infant. 

In the ensuing discussion, an aged con- 
dor which has been on exhibition for 66 
years, a tigress, Michel the polar bear, an 
Australian parrot, and Bambi the behe- 
moth (Russian for hippopotamus) tear 
the Director’s reputation to shreds. The 
article, as it appears in Krokodil, pro- 
vides sufficient circumstantial evidence to 
warrant his apprehension on most serious 
charges. He is accused of squandering 
the Zoo’s funds, of protecting a number 
of personal favorites—including his wife, 
whom the attendants fear more than they 
do the wildest beasts—and of withholding 
the animals’ rations. 

“It is simply intolerable,” the elephant 
complains, “that, while my son is risking 
bronchitis, Khrinovsky, Popoff and Kiriu- 
shin should be having their apartments 
done up at the Zoo’s expense.” 

“It makes me simply roar with indigna- 
tion,” is the comment of Alma_ the 
tigress. 

Gravest of the charges leveled against 
Director Burdelioy involves his favoritism 
for a certain Miss Szabo of the Zoo's 
supply department. Miss Szabo, it ap 
pears, is wanted by the local court on a 
charge brought against her by the De- 
partment of Cultural-Instructive Enter- 
prises of the Executive Committee of 
Moscow City. 

“Who is this Szabo?” the polar bear 
asks. “A bird?” 

“Well, a bird of a sort,” the parrot 
replies. 

Last week workmen laid a 
floor in the elephant cage. Inquirers were 
told) Director Burdeliov was still on 
holiday. ALR. P 
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Mr. Sawyer’s Role: Business Encourager . . . Plan 
To Build Up Japan . . . Power That Mr. Tobin Lacks 


China’s Chiang Kai-shek missed the 
boat by not taking advice of U.S. of- 
ficers on how to fight the war against 
China’s Communists. Chiang figured 
that U.S. would go on giving him 
money and arms in quantity as pref- 
erable to Communist victory, but his 
calculations were wrong. 


xx k 


President Truman balked at commit- 
ting U.S. military services to leader- 
ship of the armies of Chiang Kai- 
shek. The fear was that, once in- 
volved, U.S. would be committed to 
a venture that might lead to full- 
scale war, at high cost in men and 
money. 
xk * 


Mme. Chiang Kai-shek, seeking aid 
for China, is unable to convince high 
U. S. officials that great new stores of 
military equipment should be sent to 
China after hundreds of thousands of 
rifles, large numbers of machine guns 
and mortars, big stores of ammunition 
supplied in the past were permitted 
to end up quickly in Communist 
hands. 


xk *& 


General Douglas MacArthur is to get 
the go-ahead signal on more rapid re- 
building of Japan, now that China is 
slipping toward Communist control. 
A revived and friendly Japan is re- 
garded by U.S. military advisers as 
giving this country the security it 
needs in the Far East, even if China 
should be lost. 


xk *& 


George C. Marshall, U.S. Secretary 
of State, will remain in his job at 
least one more year if a physical 
checkup shows that his health is 
sound, as it appears to be. Secretary 
Marshall, who once hoped to retire at 
the age of 65, now hopes to retire by 
or before 70. 


kkk 


Ernest Bevin, Britain’s Foreign Secre- 
tary, still is in bad health and not 
able to take active part in the latest 
dickerings with Russia. 


Joseph Stalin and members of the 
Politburo continue to be in accord 
on policy, with no sign of a deep divi- 
sion in Russia’s top ruling group. 
Stories of a split within the Politburo 
are described by informed sources as 
based on wishful thinking rather than 
known fact. 


x kk 


Senator Tom Connally, of Texas, who 
is to head the powerful Senate For- 
eign Relations Committee, is more in- 
clined to favor new tries at finding a 
basis for agreement with Russia than 
was Senator Arthur Vandenberg, the 
retiring chairman. Senator Connally 
wants to be firm, but to keep an open 
mind on chances of settlement. 


xk *& 


Shuffling in the Secret Service, now 
occurring, is related to the zeal that 
organization showed in _ guarding 
Thomas Dewey and his headquarters 
on election night while the Democrats 
were left to fend for themselves. Pipe 
lines to this Government detective 
agency forecast a Governor Dewey 
victory. 


x *k *& 


Charles Sawyer, Secretary of Com- 
merce, is being assigned the job of 
telling American businessmen that 
they have nothing to be afraid of. Mr. 
Truman can’t see why businessmen 
should be alarmed by an excess-prof- 
its tax or revived controls over price 
and distribution of materials. 


kkk 


Senator Walter George, of Georgia, 
and not Senator Joseph O’Mahoney, 
of Wyoming, is to have a dominant 
voice in writing a 1949 tax act, if his- 
tory is a guide. Senator George, who 
has shaped most tax bills since 1936, 
is opposed to an excess-profits tax, 
which Senator O’Mahoney favors. 


kkk 


John Snyder, Treasury Secretary, is 
not personally in favor of an excess- 
profits tax, although White House or- 
ders may cause the Treasury to argue 
for a such a tax. 


The Government’s business forecay, 
ers have been chorusing in unison 4 
story that the boom is to go on groy 
ing bigger and bigger so that it hag 
be controlled. The official fear jg ¢ 
the boom may have some of its gir 

out before Congress gets around to; 
creasing taxes and reimposing pf 
and other controls. Plans then wo 

be upset. 


xk k 


James Forrestal, Defense Secretary, 
losing out in his effort to convince 

White House that the armed servic, 
need more than $15,000,000,000 
the year that starts next July 1. Sw 
retary Forrestal will need to by-pa 
the President to sell a larger milita 
expenditure than that to Congress, 


xkk 


Maurice Tobin, Secretary of Labor 
is a bit disturbed by the fact that Mg 
Truman is not giving him bro 
authority to deal with the lak 
situation as he sees fit. President Tn 
man continues to lean on John Ste¢ 
man, special White House Assistani 
for a good deal of advice on labe 
issues. 


xk *& 


William O. Douglas, Supreme Cou 
Justice, did not enhance his chance 
become Secretary of State or to & 
Mr. Truman’s support for his nomi 
tion as Democratic presidential candi 
date in 1952 by his speech to the C0 
The speech was interpreted as a ston 
bid for labor support. 


xk k 


Jonathan Daniels, campaign-spett 
writer for Mr. Truman, is in line # 
succeed Charles Ross as the Whiff 
House secretary who deals with news 
papermen, if Mr. Ross, now 
should decide to retire. 


x *& & 


Former Senator Mon Wallgren, © 
teated for re-election as Democtalt 
Governor of Washington, is expected 
to be set up in a White House jo 
that will maintain liaison with mel 
bers of Congress. 
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